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ABSTRACT 

Focusing on obtaining and using consumer credit, this 
document is one in a series of three ccnsuiei education, modules 
developed to educate individual adult consumers in Impcrtent areas of 
consumer affairs. An introductory section picvides an overview of the 
module contentis, suggested approaches for using the module, and 
suqqestions for working with adults. Preceding the conceptual outline 
of the learning nodule is a complete list of objectives. and 
competencies covered by the module. The conceptual outline Includes 
the objectives, competencies, an4 supplemental narrative related to 
each of the following units of study: reasons for using, credit; 
consequences of credit usage; types ard sources cf credit; credit and 
your credit rating; and knowing your rights and responsitilities ' 
concerning qredit. The leader's activities are described for each o.f 
the five units and include the following information: section of 
module; type of activity, time required, and description of activity. 
A glossary of terms and a resource list are alsc included. Finally^ 
an evaluation plan is described, and transparency masters for each 
unit are appended.^ (A related manual on ficaDcial counseling is also 
available, CE 016 110), (BM) 
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This educational liio^ule has been submitted to the Virginia State 
Bar for review. The Bar recommends that this 'Jaignif icant consumer 
education resource be regarded as educational information not to be 
applied to a particular situation. Ifi you have a legal problem in 
this subject area> it is suggested that you consult an attorney who 
can tailor advice to your specific legal cohcern. 
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Purpose of the Module 

r 

v; This series of Consumer: Education Modules has been developed in 
ao .effort to educate individual adult c^nslimers in what have been 
determined to be the most important general areas of consun^r affairs 
education. Community leaders ^ extension personnel, educator^, 
ancial counselors, and people in business are encouraged to juse 
the^^e yodules in, conducting group sessions for adults interested in 
developing more competence in various areas of consumer education. 

Each module is self-contained in that someone with no prior 
experience in teaching > coordinating > or directing learning can be 
successful in conducting a group consumer learning session. 
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Introduction 



' . *Mdny Americans use credit in one fo;rm or another and understand, 
basically, whap consumer credit* is all about. We are also fanilliar ' 
with the term; credit. Credit is a trust/ that goods andi .services 
received now will be paid for in the future. The ^responsible- use of . 
credit, however, Sn irtvolved procedure with many i<iipbrtant aspects 
to be cortfeidered. Everyone should know |Qore about tttis service. We 
should know how to obtain credit, and how to^ use it wisely. 
» ■ 

This module contains two suggested approaches to help yc<i, as 
the leader, help others become more responsible consumers in the area 
*of consumer credit. Both a*n» overview a^pproacl^ and an in-depth approach 
ajre pres.ented for your use. . { 

of the Module . ^ ^ " . 




is iiodule, entitled, "Obtaining and Using Consumer Credit,*' 
fi^ the following ^lomponents or areas^of understanding: 

I. REASONS FOR USING CREDIT 
II; CONSEQUENCES OF CREDIT USAGE . . K 

III. ^TYPES AND SOURCES OF CREDIT 
' IV. CREDIT AND YOUR CREDIT 'RATING 

V. KNCWII^ YOUR RIGHTS AND RESPONSIBILITIES 

CONCERNING CREDIT - 

Each component* includes an overall objective further specific 
objectives, competencies which, hopefully, the learner will have 
developed upon completion of the subpart, a narrative-form outlif^e 
containing the information to be covered, leader activities, and 
.transparency master^ (located in the Appendix) which can be used on an 
optional basis to implement the sugges^d activities. Much of this 
information is included for your benefit and will not be s^en by 'the 
learners. You will want to. read and examine the entire t6odule carefully 
before presenting it to the learners. This will help you to understand 
the information in the module more fully, and will allow you to mafee some 
tenative cfioic^s about which activities to use in the learning situation. 

Other features of the module are the glossary, sources of further 
reference, an evaluation* device , a form for you to return concerning 
your reactions to your use of this moaule , and an appendix . 

] 

Overview Approaches 

There ^ire two overview approaches included as suggested presen- 
tations for one session which covers all o f ■ the material in the module 
in a 50 minut^ time period. These could be used at dinner meetings or 
luncheons; as a program for a men's or women's club meeting; as a 
program for the elderly; or any other meeting of adults who might be 
interest^ in learning to improve their use of consumer credit. The 



first of these presentations is a "Leader/Lecture-Oriented Presen- 
tation". In this overview; you as the leader would do all of the 
talking and explaining unless, of course, there are questions. 
The second of these presentations is a "Discuasiin-Oriented Pre-; 
sentation". In this overview, you as the* leader would explain some 
of the information and then encourage the group to contribute by asking 
them questions, having them draw conclusions about a cad^e study,, 
and so- forth. You shoOld review both of these presentations thoroughly 
before deciding which overview approach you would feel more comfortable 
using or which would be more appropriate for your group of adults. 
It may be that .you will present the overview to a group of adults 
whose interest in the area of consumer credit will be»iacreft9e<B by— ^ 
your presentation. / If they express a desire to learn, md^e^bo^t 
consumer credit, the ifirdepth approach can then used, i^ltfr the 
same group^ t(f cover any particular 4'rea of intei/eaX: ,* or to cover 
all five ^components. ' \ ^ ' 

In-dept^h Approach 

^ The in-depth approach is for presentations which cover ^11 gf 
the material in the *module. in five sessions of fifty minuj^e I each • 
(Se&Aioti iifl \wo'uld cover i and II, Session #2 would 'cover /til ,V Ses- 
aloh #3 woulVcoyer iv\ and Sessions #4 and #5 would deal wrth^V.) 
The '^ctivitieS oh the Leader Activities page for this approaoh are 
mdTe Specific dTnd foyer the material on the preceding ^"Conceptual 
Outline^' page in mbXK detail. The leaideij: activities for eacj^ ( 
unit are suggestions. Those Which' are strongly "Recommended^Mand 
n>08t. vital to 'accomplishing the objectives are l^bel^d, *'R". -TRose 
Activities which are "Suggested"* a^d may beL^^cfecessary for £(dding 
depth to the learnlj^g are labeled, "S".- Tiliosdf which are "Optional" 
and can be done if^ime permits, are labeled, "0"/ * * ' 

" , - ^ \ • }. 

Ypu should select what you believe' to be' the mo^t suitable, 
activities for accomplishing each objective with youTt^'artl^cular 
group* of a^dults. This may depend upon the people in your group, 
^^^e facilities and equipjnent available to you, the time you h^ve 
fro present ' the material, and the degree to which you. feel comfortable 
using tha^ various methods of presentation. Emphasize first, those 
activities labeled "R" , next; those labeled "S"; amLlinally, if 
time permits ,yiftid should you decide it would be beneficial, those , 
labeled "0"./ It is not advisaiyie to use activities out of sequence 
unless,. of course, you have determined that your adults .already ^ 
possess some^ of the more important competencies i 

Wherever an Asterisk (*) appears, there is a transparency master, 
which can be used for- tijat particular activjj^ty, located in the Ap- 
'pendix. You may prefer to make and distribute handouts of 'the in- , 
formation, use a flip chart, write tjhe information on a chalkboard, 
or use ahy other activity which will h€^Jlp to accomplish the stated 
objectives. Each activity is stated in such "a way that you can use 
whatever method of presentation you are most comfortable with and 
whichever you feel will be most effective for your particular group 



^f_l€arner9. Imagination. "and d^erftivity In the m^tho^ of presen- 
trtlon aft encouraged;- ) 't.' - . " ' a 

SugRested procedure f or. Ua^f of .Each ^ Component of tne Module 

1. ^irst tiS all, inforia t^ie grotip of the major and •jpkctfj.c \ 
ob^tectives for the ur^^lt; Thlfl can 'be done elt^her by readlffg thW 

to th^;gfpii4)^r by s^oving^/the component ' transparency . At thia g 

• time, the first apt;'i\kty ^h^ld begin • Activity NumbcTr pne in.^ch 
"r • conip#nent^8 especiaj^^:^ to aervc as an or^i pretest ftijf 

tt)e a.dultf^ in xqut:^grj?up . This ii^ unique fee^tiire of thes^e.Co.nsurter 
Education Modules This activity consists of a list o;f qu^stioris - 
\ which you call a$k to begin/ the.-ddfffcussioh, to introduce^ the unit, 
to s^timulate thought, and Ver^ importantly , to determine' to >hat 

* degree the learners in yotir^roup already have an^ lihderstandlhg 

. of the lnf<?rmatzion. If ,^afte^' presenting the flirst two of ^ three 

questions, you have succeieded in eliciting a faVorable response ? 

from the group, you may wish^ to proceed immediately to sit^itlng 

the generalization/ This method of transition to the s'edond activity 

is an approach that^T^ll help you save time.. / . 

2. Proceed^ with' t second leader activlty^.vi^ich you have 

; kete^rmiried wlll-be uK^t f easibl^^f or your g setting, a^d ^ 

the t)tme available/ ^ft^r e^ch activity it is reo^mmend^ed thai| 
' rou/ask if there. are any questions or if aiiiythiT]|.g is unclear. Once 
,^>f^ first component is completed, the same proceduifte should be u^ed f 
"tor each successive subpart of the mcftul^ until alL are completed. . 
You wlir notice that on^prage 66 i there is a section which lists a - 
variety 'iivfe'f erences . You* as the , leader can^se'^ these for ad- 
ditional background information On the topic. One or more of- these 
re,ferenceg shoulcf be availahrle in ySur local school , Jtyb lie , or > 
college library. If not, you may wish to order se^opil of theso^ 
n/ tpx your use . , U * 

^/ : . ■ ^ , . ' > ' - - ^ ! . ' ' 

> 3.^J Finally, after all of the units have^ been comp^et^, some 

' form of evaluation should be conducted. Since you aro. working ' . 
with adults who are most liWely in a volunteer situation, there^is 
no formal posttest for them to complete. Ideally-, the^ sho^d. have x 
been evaluating themselves throughout the sessiori(s) iii%^,^^^j*is of their 
^ .individual objectives. Provided in the ;nq<^ule is an evallciati^jtt devic 
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which can give you some indication as to what the learners ac%i^lly 
.i'dld gain from thfe se9sion(s) and how effective your methq^ac; W^^"" 

sentation were so that you may alter them, if neces^arj^^o^^aifW 
/ nbte of those activities which seemed to, b^e espec>^liy.ef f ective . 

. ■ / ■ . A/^' 

Suggestions for WorkfftgVith Adults . ^ ' ^ 

Since you will b^ working with adults ,vie'3^^a^re^h^^Jpful to 
identify some ideas to keep la mind aboupJad^t^learnina^slt^tions . 
* First, the learning setting should be bot'h attractive am' irifirmal. 
this should be a somewhat^ different itmofeiihere than that of an actual 
classroom learning situation.' ' Tlie ^InfoPftTality is ^spyially important 
because the leader needs to establish and maintain' a good rapport with 

■ ■■ . ■ ' • * 

. ' lu ■ ■ ■ 




thiE^Buit ^la^Rera , in addition to demonstrating respect for them as 
inoH^xluaitfl^ S^dond, by tr.y.infe, tb some extent to' determine the life 
sty«t and spending patterns c5f those present, you can better assess 
the. futjire edugalyLonal -peeds of the group. This will help you identify 
th4r direction ^s<fepe^ or ' concentration of your consumer , affairs edu- 
c'^jlon -^xe-sw^^ift^ovis * ^ Third, cncoiirage the learners to self-evaludte 
[^r own pr^fiMt the session (s) . Su'g- ^ 

that th^~^k questions- when things'are unclear. Further, you 
might recommend that thev contribute related ideas and experiences 
that 'H\ave wo-rked for thepi" when they feel it is appropriate, so that, 
the wKoie group might' benefit from -^earning about these experiences. 
The lea:}:ner's extent of knowledge and interest in the area, to be ex- 
aminecj &t)ould be the main criteria for you to use in. determining^ 
exacLj^j^wh^t and how much of the area will be learned. It is your job . 
to sel|',. C>ha^ the adult learner "gets what he wants'* in the learning 
sessions i ^ Remember to keep these ideas in mind when working iwith 
adults J rrespect the learner at all times; try not to iorce youi? opii^ion 
•on others; take breaks from time to time rather than meeting\f^r a 
long, ekten^d time span; and, help give them a feeling pf worth. 

,An indication of your success may be your adults requesting a ^ 
follow-up session on the topics covered. Our su^estion for th'is 
'presentation is to moderate a session with one or more guest speakers; ^ 
This might serve as a sixth indepth session or as a follow-up to one 
of the overview presentations. 

We hope that the suggestions for using tfTiis module wilL be useful 
to you and that the purposes of the module will be achieved with your 
adults. In all of the modules, the major objective is to educate^ 
•individual adults, in consumer affairs education. We hope and trust 
that ^he modular approach usecf here will h^lp yoii in this effort. 

; • - 




MAJOR AND, SPECIFIC OBJEcWvES : ' 



OBTAINING AND USING CjRlEDIT \ 

I. KEA^ONS 'FOR USING CREDIT . 

Major Objective: To explain reasons for the use of credit. ,^ ^ ' < 

Specific Objectives: Cite the major reasons for using credit 

and give examples of each reason. , 
.< . ■ > ■ • * 

II. CONSEQUENCES "*0F CREDIT USAGE ' ' ^ . 

Major Objective: To make predictions about the consequences 

of usin;g credit. 
Specific Objectives: List several advantages of using credit, 

and give examples of each.^ 
* List several disadvantages of using credit, 

^ and give examples of each. -v 

III. TYPES AND SOURCES OF CREDIT ' ' . ' 

Major Objective: To describe various types and sources 

of consumer credit. 
Specific Objectives: Indicate the differences between install- " 

ment and non-installment credit plans. 
Differentiate among the sources or places 
'to obtain credit. - ' 

IV. CREDIT AND YOUR CREDIT RATING 

Major Objective: To summarize' factors (Concerning obtaining 

^ credit and a credit^ rating. ^ . / 

^ Specific Objectives; Relate the factors ijl fl den clng one's 

ability to obtain credit. ' ' 

I Cite exanrples of different processes used . ^ 

. . ^ and information needed in obtaining 

credit. 

^ Identify factors influericing one/s credit 
- » rating.' 

Become aware of the , importance of maln- 
... taining*^ good credit rating. \ 

V. KNOWING YOUR RIi:;HTS RESPONSIBILITIES CONCERNING CREDIT 

Major Objective: To summarize various ^oonsumer rights and 

responsibilities concerning credit.' 
Specific Objectives: List the basic consumer rights about credit 

and cite exawples of legislation anH 
agencies . which help guarantee each of 
those consumer credit rights. ■ 
Identify general consumer' taJredit respon- 
sibilities and describe the fundamental 
concepts behind each. 
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' - COMPETENCIES: 

: ^ ^ . - . • 

OBTAINING AND USING CREt) IT 

I, REASONS FOR USING CREDIT^ 

Co^ipetencies : Cite three ot the € iVe major reasons for using 

credit • . ' . 

^ Give two examples of each major reason for using 

^' credit. 

II. CONSEQUENCES OF CREDIT USAGE ' . , 

Competencies: State five of the eight advantages of using 
• ' ' credit. ^ ' 

Give two reasons why each of the five advantages 

of using 'credit Is considered an ^dvatitage. 
Name four of the seven disadvantages of using 
credit. 

> Give two reasons why each of the four disad- 

vantages of using credit Ls cons Ider^d .i 
disadvantage. 

Hi. TYPES AND SOURCES OF CREDIT 

Competencies: List four of the seven characteristics of 
* installment credit. 

State the two characteristics of non- installment 
.*\_ credit. / 

Explain two of tiie three types of iion^ I ns i aliment 
credit. 

lAst eight of the ten sources of or places 
to obtain credit. 

Describe four of the ten sources of credit as 
to the type of customer served, Interest 
rates, special features, and other re- 
quirements . 

Determine the most suitable sources of credit 
for the following, and give reasons to sup- 
port each Vlioice: buying a new car, financing 
a homt';, a (Juick, small loan, sudden health 
erat^rgonivy , taking advantage of a sale, 

IV. CREDIT AND YOUR CRKDIT RATLNt; 

Competencies: List and explain the t^ve major factors In- 
fluencing one's ahLllty to obtain credit, 

KxplaLn the purpose of a credit bureau, 

Kxpl a Ln tuur of t ho f I ve factors which Ln- 
f I uence one * s criul I t ra t i ng . 

Doscrfbe two of tht» possible procedures useil 
to ohtnLn cifdlt I n t o rnui t Ion . 

Name t i>ui ot tlio .seven types ot I n t o rnui t foii 
usual Iv ,iMked tor nn I'li'illt ap]i I I cat ious , 

State* the two nia joi rtMsons ti>i nwi I n t <i I n I ug 
A goad croillt l atluy, , 



COMPETENCIES (CONTINUED) 



V. KNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING CREDIT 
Competencies: State the four ba-sic consumer rights con- 
cerning credit. 

For each of the basic consumer credit rights, 
give two examples of legislation , agencies , 
or other information further defining or 
guaranteeing that right. 

Briefly describe the effects of four of the 
f ive , major legislative' measures on credit 
r i gh t s - 

Identify two of the areas protected by the 
consumer's right to safety when using 
credit. 

ldentif)^^wo Federal agencies with whom one 
may f^ile icon^umer credit complaints or 
seek redress because of consumer credit 
problems. 

State the five major consumer respon- 
sibilities of credit usage. 

Be aware of factors considered wlien determining 
the true Annual Percentage Rate. 

Categorize six of the eleven sources of 
consumer credit into the three with the 
lowest true Annual Percentage Kate and tiie threi' 
with the highest true Annual Porcentate Rate. 

Cite six ot the tour teen things that should be 
included in a contract, before agreeing to 
sign the contract. 

Desc r ibe three ways to prevent overextension 
or misuse uf cont;umer credit. 

Sumnui r i'/.c onv ' s respons 1 b LI L t y to repay deb t s 
promptly and meet credl t obllgat Lous . 

Identify tht^ consequences ui i n i I Lug to meet 
t inancia 1 obi Lgations . 

K,Kp la Ln the importance of g Lv Ln^ ace ui at e I u 
totiiiat ion abciut one * s 1 f for app I Ic^i t ions , 
contracts, and other vtwhal oi written 
a^;r*.»emeiit s . 
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Leader/Leci:ure-Oriented Presentation 
(50 Minute 'Overview) 



14 



To the leader: The following lesson plan is a suggested approach 
for a 50-Tainute. presentation covering the highlights of the entire 
consumer credit module. The first column, **3ection of Module" 
vindicates the part of the module to be covered. The '*Time" column 
suggests how many minutes could be spent on that particular section 
in order to cover all of the material in 50 minutes. The '^Preparation' 
column recommends procedures to help you prepare for the presen- 
tation of the material. The ^'Activity*' column tells) you what you 
should do with or for the;group. It is important to remember that * 
it will be very difficult to cover all of this material in just 50 
minutes. Fpr reason , be especial ly* careful not to exceed the 

time Timit suggestions in the "Time" column unless you take equal 
time away from another part. Otherwise, you v^ill not accomplish 
all of the goals for the session. , ^ 



Section 

of 
Module 



Time 
(Min.) 



Prej)aration 



Activity^ 



Intro-^ 
duction 



Refer to the "Purpose 
of the Module" which 
you reati on page ^ . 



State thay: 

"Consumer credit is a 
term w>^ are all familiar 
with ^ut which many of us 
would ^like to know more 
about.' There are many 
aspects of credit to be 
considered, too. He will 
be taking a look at the 
reasons for using credit; 
consequences of using 
credit; credit and credit 
ratings; and, our consumer 
rights and respons ib ill ties 
concerning credit . 

We should begin by de- 
fining credit as A TRUST 
THAT GOODS AND SERVICES 
RECEIVED NOW, WILL BE PAID 
FOR LN THE FUTURE." (Say 
this defLnition again.) 



tor Utilng 
Credit 



!\t»v U*w thi» olv)t»rt Ives 

I 0\ ri»»C t \ Oil I (Ml pagt* 

.Vf , and t»xaiiiine t he 
iMit I 1 no t A) 1 t h I s sec" 
t I (Ml on PcIJl;^ ^ '> , 



State the 5 reasons tor 
u.s I ng credit which ^irt* on 
page JS. (Yi)ii may want t i> 
c xpi a in each t tUe se 
further by using the exam- 
p 1 crt on page '} S . ) 
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Section 

of 
Module 



Time 
CMln>) 



Preparation 



Activity . 



II 

Consequences 
of Credit 
Usage 



lit ■ 

Types and 
Sources of 
Credit 



RevleV the objectives 
for. section II, on 
page. 27. If you de- 
cide to use a trans- 
parettcy for this 
sect Ion , use the 
transparency master 
.on page 76 to make 
the transparency . 
Otherwise, write the 
Information from the 
transparency master 
on the chalkboard , 
use ' a flip chart , or , 
simply, state the 
information. 

Review the objectives 
for section III, on 
page 31. Refer to 
the outline on page 32 
for the explanation 
of the dif f erences 
between the two typos 
of credit . Decide 
which o f the char ac- 
terlstics you will 
mention about each . 

Decide whct*her you will 
show a» transparency of 
the sources of credit 
or whether you will 
wr i'te the Information * 
on t ht* chalkboard or 
use a f Lip chart or, 
s imp ly , s tate the ( n-- 
format ion . L f you 
dtuildt^ to use a trans- 
pariM^cy , use the t rans- 
pa ri'iicy mas t e r on 
page HO t n make t he 
t ransparenc v . 



Show t ransp^,arency A- 1 on 
page 76, OR write the 
information on the board 
OR state the Information 
concerning the conse-^ 
quences /of using credit. 
(Ydli may want to explain 
some of these further by 
v|9lng the examples on 
pages 28-29. 



State that there are 2 
basic types of credit: 
Installmant and non- 
Installment . Explain 
the differences bet- 
ween the two . 



Show transparency A-2, on 
page 80, OR write, the 
information on the chalk- 
board OR state the Infor- 
mation about sources or 
places to obtain credit. 
(You may want to explain 
some of these further by 
using the descriptive 
Information about each on 
pages 32, 33, and 36 of 
the out. I i ne ' ) 
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lection 

of 
lodule 



Time 
(Mln . ) 



Preparation 



Activity 



IV 

Credit and 
four Credit 
bating 



V 

vuowing YcniL 

)Ll. Lt: i t's 
.once nil iig 



ReAAlew the objectlves^for 
section IV on ^p^ge 36 and 
examine the outline on 
pages 37 and 38. Decide 
whether you will show a 
transparency or write the 
Information on the chalk- 
boa«rd or use a flip chart 
or , simply , state the 
information. If. you decide 
to use a transparency, use 
the transparency mas ter 
on page 85 - to make the 
transparency . * ■ 

Bg familiar with '^he Ihfor- 
iilatioii In parts A and B 
of the outline on pages 3 7 
and 38. 

Use the transparency 
master oh page 86 to 
make the transparency . 



Review the objectives for 
sectLan V, on page 40-4 L, and 
examine the outline on pages 
41' -4^) . Decide whether you 
will show transparencies n 
or, sLmpiy, state the 
Information. If you decide 
to use transparencies , 
u.se the transparency mas- 
tors on pages 0 1, 92, 0 3, 
and *^''f to make the trans- 
parent ivir\ . Dec i de what 
I n fimiia t i (^11 you want t o 
point (Mit (^r empha^i^ '/e 
about tvu'h of t tie 
(M>ii^; nine t' e red It rl^U^ts, 



Show transparency JVt3 , on 
page 85, OR write M:Tie In- 
formation oh the chalkboard 
OR 'state the Information 
about factors Influencing 
one's ability to obtain 
credit. 

Explain each of thiese 
further, using the Infor- 
mation ,on page 37 , 



\ 



Explain what the credit 
bureau Is . 

Pescrlbe the credit file 
and what Inforraatlorf It 
Includes . 

Show transparency IV, 
Activity 7, on page 86, 
of the sample credit appli- 
cation and point out how the 
Information asked Involves 
Information about the factors 
Influencing the ability 
to obtain credit. 
(Allow time for them to 
look over the transparency.) 

Show transparency Activit^K^ 
3(a), (b) , (c), and (d) , on^' 
pages 91-94, one at a time. 
Briefly, describe each or 
point out some chcirac ter is- 
tics of each, OR, simply 
state the 4 major consumer 
credit rights . Explain 
wha t each r igh t involves 
us i ng the Lnformat Lon on ' 
pages 41!*- 4(1 . 
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Section 

of 
Module 



Time 
(Mln.) 



Preparation 



Activity 



Refer to pages 46-49 
of the outline and be 
familiar with the 5 
maj or consumer credit 
responsibilities , 
especially the last 4. 
Decide whether you will 
show a transparency 
or write the informa- 
tion on the chalk- 
board, use a flip 
chart, or, simply, 
state the inf ormat Ion. 
If you' decide to use a 
transparency, use the 
^"tNi;ansparency master 
on page malce the 

transparency . 

Refer to page 48 of the 
outline and decide 
which things from 
nimiber 4 you waht to 
ment Lon . 



You may want to 
rhlH remaining; k inw 
for quostions dnd/ov 
cl Lscysslons . ' 



State the 5 major consumer" 
credit responsibilities. 
Show transparency V, acti- 
vity 7, on pag^ 97, to 

' show how to compare the 
cos ts of various sources 
of corfsumer credit. 

briefly, state that there 
are things consumer 
should' be sure are In- 
cluded In a consumer credit 
contract before he signs It, 
Name these 14 things which 
are listed on pagei 47-48. 



State that It As Important 
to keep accurate records 
to maintain a good credit 
rating and prevent over- 
extension. Explain the 
two types of Limits that 
can be set to help prevent 
overextension. Describe 
how to keep a credit file. 

Ask if anyone has any 
c^ue s t i ons or c omment s co n- 
cerning this Information ^ 
on consumer credit. 
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B. Discussion-Oriented Presentation ) 
'> (50 Minutf Overview) 

To the leader: This is a structured' discussion approach for a 50-. 
minute seBsion covering the highlights of the entire consumer credit 
module. The first column, "Sectipn of Module," indicates the part 
of the module to be covered. The "Time" column sugi^e^fts how many^ 
minute^ could be spent on that particular section ih^order to cover 
all of the material in 50 minutes. The "Preparation" column ,recommends 
procedures ,to help you prepare for the presentation. The "A^t-ivity" 
column suggests how you might lea3 a discussion on ^ach topic. It 
is important to remember that it will be very difficult to cover all 
o^ this material in just 50 minutes. - For ^this reason, be especially 
careful not to exceed the time limit suggestions in the "Tim«" column 
(unless you take equivalent time away from another part). Otherwise, 
you will not . accompl ish all of the goals for the session. jf 



Sect ion 

of • 
Module 



Time 
(Min.) 



Intro- 
duction 



Propa rcit ion _ 

Refer to the "Purpose of 
the module" on page 3. 



Act 



\ 



t or Us i 11^', 
Ci r.lU 



lv(.^vi(^w t lie oh jer lives 
t Of \ o\\ I , pa^\t' ,\-\ . 

Kev i t^w t Iw Diit 1 i no 
i>n paK,e V) . Dee i ilo wli i ( 
o t t lie qiu\s t i iUis \ rem 
pa^\o ') }. (e r t i oni t liose 
Vilu ( Mil t li I nk ot \ von 
I' oil 1 (1 A\\\\ in o I ihM to 
ht' I p t lit* i* I'oup r. I vo 
answors t ha t won Id t »i I 1 
iwKo the S eatg^^^fes. 



State -ttiat : 

"Consumer credit is a term we are 
all familiar with but which many 
of us would like to know more 
about. There are many aspects 
of credit to be considered, too. 
We will be taking a look at the 
reasons for using credit; the 
consequences of using credit; 
types and sources of credit ; 
e red It and your credit rating; 
and, our consumer rights and 
res pons ib Llit ies concerning 
credit. 

shot! Id beg in by de fining 
eredlt as A TRUST THAT GOODS AND 
SKRVLCES RECKLVKD NOW, WILL BK 
PALI) FOR IN THt: FUTURE." (Say Nils 
definition again.) 

Ask ([ut^stions to i*lieit res- 
pcMist^^ frc^m rlit* grcuip alunit 
\\\v T^Nl^^o^^i 1 (U using eon^aiiuei 
eianl i t . 

(It t 111* i r auswtMM oi i'oiniueut..s 
tiave not ((WtU'ed all S t lu' 



at tMS 
St al 



nuaU I oned o\v pagt^ 



t ht 



>the r 



rtM.sons 



I 



Section 

of 
Module 
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Time ^' 

(Kin,) ' Preparation 



Activity 



(Cont'd) 



of realpons for 
usiit]g credit (which 

are ..on page 25 . ) 



II 

^ Conse- 
quences 
of Credit 
Usage 



10 Review the objectives 

for section on 
pa^e 27, and familiarize 
yourself with the fol- 
lowing case s tudy : 

Mr. Ad Mrsf* B. Wise 
are stropping^ for a new 
refrigerator.' Their 
old one needs major 
repaii^s , and they feel 
they wbuld be bett-er off,. 

Y in the long run , to 

purchase a new model apd 
have it delivered Im- 
mediately. They find 
that the size and qua- , 
lity of new refrigerators 
cos t more than they had 
expected. They hcive 
enough money in their 
savings account to cover 
the expense , but they 
hate to use it in case 
ai^ emergency should arise, 
They decide to purch^ise 
t he appliance using 
some form of credit. 
^ Wliat are the advantage.^ 
and ci isadvantages ot t hi' 
Wise's deoLsltni? 



Read ,the case study in the 
previou;^ columji, to the 
group- AsK| the group to 
answer the question; "What 
ajje the advantages and 
disadvantages of the Wise's 
decision?'* If their ansvers 
do not cover al]^ of the 
advantages and disadvantages' 
listed on pages 28 and 29, 
remind them of these other 
advantages and disadvantages, 
also . . 



Re \ c. I to the advantages 
and cl iscuivantages I Is ted 
on pages 2H and to 
tivv how vou ccMihl relat*.^ 
each t o t ho Wl so ' r, I t - 
ua t I on . 



Ci 
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Section 

of 
Module 



Time 
(Min.) 



Preparation 



Activity 



III 

Types and 
Sources of 
Credit 



8 Review ^he objectives 

. ^ for section III, on page 
.31, and examine the 
outline on pages 32-34. 
Familiarize yourself 
with differences bet- 
ween the two types of 
consumer credit . De- 
cide which sources of 
consumer credit you 
will want to descrilre 
briefly for the group 
r (i.e. if they are hot 
• familiar with a par- 
ticular source, this* 
is one source you will 
want to explain to 
them, T'eferrLng to 
pages 32-34. ) 



Explain the differences 
between installment and 
non-ins t ailment credit 
on page 32. 

Ask the group to help ngjne 
the many sources of or 
places to obtain consumer 
credit. If they do not 
mention all the sources 
listed in part B of the 
outline (pages 32-34), re- 
mind them of these sources, 
also, and describe those 
sources which may be un- 
familiar to them. 



IV 

Credit 
Your 
Crcullt 
Rating 



and 



Review the ob j ectiyes 
for section IV, on page 
36, and examine the 
o\\X\ I lie on pages M and 

Sec* t i on 1 , 1 ti f o nnat i on 
needed , under pa r t C , 
on page 33, gives th^^ 
usual information asked 
on a credit appl icati*on , 
Use til is antl page H(> i n 
1 1 a ]i p e I k1 i X help 
you ileteriiilue I f the 
group 's respcinses are 
i"o I'l'ei' t . 



State the 5 factors which 
influence one's ablM^ to 
obtain credit . Brief^ 
describe what is meant by 
each (page T/ ) . 
Ask the group what questions 
a creditor could ask a per- 
son applying for credit, 
tliat wouid give the creditor 
information about these 
factors . 

HrLfrt ly, explain why a ^^ooil 

red It: rating; is i iiipti r t an t 
(page 38). 
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Section 
' of 
Module 



Tine 
(MinO 



Preparation 



Activity 



Knowing Your 
Rights and 
Responsi- 
bilities 
Concerning 
Credit 



12 Review the objectives 

for section V, on pages 
40-41. Review the ques- 
tions under acti- 
vities on pages 60-61, 
and examine the ^out- 
line on pages. 42-49. 
Decide whJn^ of the 
questlotis from pages 
. 60-61 or from those you 
can think of, that 
you may want t^o ask 
in order to help the 
group give answers 
that would' be examples 
of a consumer's 
credit rights and 
reBpons lb i Titles . 



Ask questions to elicit 
responses from the group ^ 
about their consumer credit 
rights and responsibilities. 
(If their answers or com- 
ments have no t covered the 
various consximer credit 
rights and responsibilities * 
mentioned on pages 42-49 . 
state these other tights 
and responsibilities, too.) 



You m^y want to save 
this remaining time , 
for ..questions and/or 
dis cuss lop. ' 



Ask If anyone has any 
questions or cojmnents 
concerning th^rs Ipfor- 
mation on consumei; credit. 
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I. REASONS FOR USING 



\ 



' OBJECTIVES: ^ 
I.. REASONS 'I^OR USING CRE:DIT 



Majorat Objective ; 



*'To explain .reasons for the use of credit, 



24 



Specifi c .Object 1 v e^s : • • 

Cite tho major reasons for using credit and give examples of- each 
reason . , 



Cite tiirt-»e of tht^ tivt; imij or "reasouM for using credit. 



. . .''is 

V- ■ . ■ ■ ■■■ 



I. REASONS FOR USING CREDIT 
' (Conceptual Ot/tllne) 



Re^ilnder about outline: This is /a conceptual outline in which botli 
the major and minor Ideaa are sreaented in narrative form. For 
further explanation of the cxmcepta, review one or mo^e of the 
specif Ic references noJ0d-^n pages 66^70 . 

I. Five reasons for Using Credit^ 

A. Emerg ^ pies creating a need for credit might Include ; 
IT. ■PCtiT'and medical emergencies 

2. Auto accidents 

3. Funeral expenses 
A. Other 

B. " Household loans are sometimes needed for : 

1* Large appliances 

2. Furnishings for the home 

C. Home improvements that are desired might Include : 

1. Repairs - roof,, furnace, etc. . 

2. Additions - interior, exterior 

D. Auto loans are uaually necessary 

E. Debt consolidation is sometimes needed 
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II. COfJSEQUENCES OF CREDIT USAGE 
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^ECTIVES 

11. CONSEQUEMCES OF CREDIT USAGE ^ 

Major Objective ; 

To make priedictions about the consequences of using credit. 



Specific Objectives : 

List several advantages of using credit and give examples of 
each. • . 

^.ist several disadvantages of using credit and give examples 
of each. 



Learner Competencies : 

State five of the eight advantages of using credit. 

Give two reasons why eacR of th6 five advantages of using credit' 
is considered an advantage. 

Name four of the seven disadvantages uf ueiiog credit, . 

Give two reasons why each of the four disadvantages of using 
credit is considered a disadvantage. 
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II. CONSEQUENCES OF CREDIT USAQE 
(Conceptual Outline) 



Reminder about ouf:llne: This Is a conceptual outline In which both the 
major and minor Ideas are presented in narrative form. For further ex- 
planation of the concepts , review one or more of the specific references 
noted on pages 66-70« 



11. Consequences of Credit Usage 

■' t •. ■ ' 

A. Advantages 

1. To Improve one*s general level of living - one's level of 
living Is not restricted to the aftount of cash on hand 

2. To take advantage of sales 

a. Purchase goods during sales because of lower prices 

b. Save by using credit rathM than paying with cash 
later wheiv the price Is Mghef 

3. .To purchase large Items and use them while still paying 
for them 

a. Purchase according to personal and family needs - 
appliances, car, home furnishings 

b. Pay for large expenses in more affordable payments 
To make purchases more conveniently 

a. Need ^not carry large amounts of cash 

b. Make returns more easily because a '*cash refund** Is 
not necessary 

To manage overall expenditures more effectively 

Keep a record of purchase receipts for credit expendi- 
tures 

b- Make accurate predictions about future expenditures 
for the bills H 

c. Make accurate estimates about general expenditures In 
the future for budgeting purposes 

To establish a credit rating 

a. Obtain credit from, available source ' 

b. Repay amount borrowed^ promptly 

c. Avoid misuse of iiredlt 
To beat Inflation " 
a. Buy at the current dollar value 

b- Repay at a future rate when value of dollar will go 4own 
because of Inflated prices | 

8. To use it as a fori^:i of "savings'*' 

a. A washing machine purchased 6n Installment, credit is 
type of "Installment savings" 

b. Use of the good continues long after it is paid for 

9. To keep savings in tact 

B. Disadvantages 
1, Future earnings are already committed to be spent 
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a. The credit purchases are paid for in the future^ 

b. Future income is already obligated to spetnttUg done in 
the past 

2. Provides a false sense of securit;^ 

a. Immediate possession of the goods falsely implied 
'*full** ownership of them 

b. Easy to overestimate pne's spending and repayment 
ability 

c. May encourage impulse buying 

3. Decreases cash savings 

a. Cash savings may need to be used to repay creditors 

b. May be more difficult to provide for emergencies 

4. Pay finance charges in addition to the cost , of the product 
or service 

a. Regular interest is charged for the use of the money 

b. Increased finance charges are added if you are late in 
paying the bills 

5. May lead to credit overextension or bankruptcy 

a. Credit purchases may be too extensive 

b. Temporary loss of income may result in one^s inability 
to make credit paymetvtp 

c. . May lose the merchandise through repossesflment of the 

goods by the creditor 

6. Misuse results in a poor credit rating 

a. Misuse is recorded by credit bureaus 

b. The credit rating follows you always 

c. You may be considered a %ad^risk" in the future 

7. Credit cards may be lost or stolen 

a. You may be liable for some of the charges if the loss 
is not reported to the proper agency 

b. Take th^ proper steps if any credit cards are lost 
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III. lYPES AND SOURCES OF CfeiT 
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OBJECTIVES 
' III. TYPES AND SOURCES OF CREDIT 

Major Objective ; ' / 

To describe various types and sources of consumer credit* 



Specific Objectives ; 

Indicate the differences between Insta^-lment and n(|n- Install- 
ment credit plans. 

Differentiate among the sources or places to obtain credit. 



Learner Competencies ; 

List four of the seven characteristics of Installmeivf^redlt , 

State the two characteristics of non- Installment crealt. 

Explain two of the three types of non-Installment credit. 

List eight of the ten sources of or places to obtain credit. 

Describe four of the ten sources of credit as to the type of 
customer served. Interest rates^ special features, and other 
requirements. 

Determine the most suitable sources of credit for the following, 
and give reasons to support each choice: buying a new car; 
financing a home; a qulck^ personal loan; sudden, health 
emergency;' taking advantage of a sale.^ 
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III. TYPES AND SOURCES OF CREDIT 

(Conceptual Outline) * • # 

Reminder abmit outline: This Is a conceptual outline In which both the 
major and minor Ideas ere presented In narrative form. For further ex- 
planation of the concept^, review one or more of the specific references ' 
noted on pages 60-70. f 

III. Types and Sources of Credit ^ ^. 

A. Types of consumer credit ^ . „ 

1 . Installment 

a. Usually used for majot purchases 
, b. Repayment Is over a series of months or years 

c. A specified amount of interest Is added and must be 
repaid 

d. Each Installment usually Includes the finance, charges 

e. Sometimes the total can be repaid befbre It Is due 
In order to avoid some of the finance charges 

f. This type usually Involves a written agreement 

g. llhls may require a trade-in or down payment 

2. Non- Ins t ailment 

a. Characteristics 

1. A single payment Is made, 

2. There are no fixed payments 

b. Types 

1. Service credit - the customer applies for the 
service and Ay have to pay a deposit (example — 
utility bills) 

2. Doctor's bills - these are usually paid In full 
when they are due 

3. Charge accounts - the credit cuistomer may either 
pay the amount due In 30 days or pay a portion of 
the amount due within the first '30 days and the 
remainder later (Revolving charge). 

B, jSources of or places to obtain credit 

1. Commercial banks ^ 

a. Collateral Is often required 

b. Monthly repayments are usually required 

c. Low interest rates (10-14% A.P,,R.) are charged 

d. Average loans are about $1,100 ' 

e. Serve low and medium risk customers 

f. Service fee is usually^ charged for early repayment 
of the loan 

g. May discount the amount of the loan (deduct the Interest 
amount before giving the amount of the loan to the customer) 

h. Character or signature loans are usually available 

2. Credit Unions 

a. Membership is required in order to receive a loan 

b. Low interest rates (9--12% A.P.R. are charged) 

c. Character or signature loans are usually available 



d. Payroll deductions are normally required 

e. May have a limit on amounts that can be borrowed 

f. Usually quick and easy service is available 

3. Consumer finance companies 

a. Maximum amounts to borrow are limited 

b. Serve the highest risk customers 

c. Higher interest rates (14-36% A.P.R. ). are charged 

d. A high degree of advertising and promotion is charac- 
teristic of this type 

e. Service fees, for early repayment, are usually charged 
ff Collateral is needed to insure the loan 

4. Sales finance companies 

a. Lending is arranged through the retailer (usually done 
for automobiles) 

b. This is indirect borrowing in that it is not the re- 
tailer who -provides the credit , 

c. May serve the higher risk customers 

d. Higher interest rates (16-24% A.P.R.) are charged 

e. The newly purchased goods serv^ as* collateral (new car) 

f. . Service fees, for early repayment, are usually charged 

5. Department stores ^ 

a. Credit is availal^^soon after the customer submits the 
application 

b. Revolving credit ^HPIlvai lab le with the option of paying 
the amount due in full when the bill is received, or 
paying the full amount in ins tallments (usually 18% A.P.R.) 

c. An installment credit plan is usually available (12-16% A*P,R,j 

d. Add-on option is usually available on the installment plans 

6. Credit cards - the customer's credit will be honored up to 
a specified amount 

a. Retail store credit cards 

1. Issued by department stores and oil companies 

2. Honored in specific store/company or chain of stores 

3. Cre4it cards are issued directly to the customer 

4. Regular or revolving charge plan payments are available 

b. 3ank credit cards *^ 

1. Issued by a bank or banks for general purposes 
^2. Honored in a variety of places for a variety of goods 
and services 

3. Allows payment of various bills by one check 

4. Sometimes offers loan privileges 

c. Travel and entertainment credit agencies 

1. Issued by agencies after careful investigation of the 
applicant (card" holder) 

2 . An annual fee is charged for use of the card 

3. Are often used by business men (good expense records 
for business expenses absorbed by the employing .firm) 

7. Bank overdraft loans 

a. Prior written approval is required before exercising the 
pr ivilege of overdrawing the checking account 

b. ,A maximum credit limit and repayment schedule is established 

c. Checks may be written against the credit limit ^if the total 
amount owed does not exceed the limit) and th:^ additional 
amount is credited to the account as a loan 

Jo 



d. Automatic deductjLons may be made frdm the checking account 
or monthly payments can be made tp repay the loan 

e. ^ A fin^i^ce charge on the ou^;^tandihg balance Is made' with 

each month's payment or deduction (usually 1 1/2*^2% monthly* 
18-24% A.P.R.) 
Pawn brokers 

a. Security is surrendered to the pawn broker until total 
repayment is made 

b. The loan is for 60-90% of the present value of the security 

c. High ijnterest rates (30-36% A.P.R. ) 'are usually charged 

d. The loai) need not be repaid; however, the . securfty goods • 
will be forfeited to the pawn broker 

Savings and Lmei Associations 

a. Mostly fo^iousing and teal estate loans 

b. Can borrow against your own savings account (Interest rates 
are low - 7-8% A,P.K.) 

Insurance companies 

a. Loan up to 95% of the cash value of the insured's policy 

b. No credit investigation is made 

c. Low interest rates (5-8% A.P.R.) are charged 

d. The face value of the policy is reduced by the amount of 
the loan in t^he event of the policy, owner *s death 

e. Th/ere is no time limit, for repayment of the loan 

f. No service fee, for early loan repfiyinent , is charged 
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OBJECTIVES ' 
IV, CREDIT And tOUR CREDIT RATING 

Major Qb.1ectlv0 r. 

To summarize factors concerning obtaining credit and a credit rating. 



4 ' . . ' 

( 

Specific Ot^jectives : 

Relate the factors influencing one's ability to obtaih credit. 

Cite examples of different processes used and in^ormatloA needed 
in obtaining credit. - . 

Identify factors influencing One's credit rating. ^ 

Become aware of the importance of maintaining a good credit rating. 



■Learner Coi<(pe tencie3 : 



List and e:q>lain the five major factors influencing one's ability to 
obtain credit. ^ 

Explain the purpose of a credit bureau. 

Explain four of the five factors which influence one's credit rating 

Describe two of the possible procedures used to "obtain credit; 
Kv information. , 

Name four of the seven types "of infbrmation usually a^ked for on 
credit applicatdQOS. \ 

State the two major reasons for maintaining a good credit rating. 



CREDIT AND YOUR CREDIT RATING 
(Conceptual Oq^tline) 

Reminder about outline: This is a conceptual outline in which both 
tlie major and minor ideas arfe presented in narrative form. For 
further explanation of the concepts, review on6: or more of the 
Specific references noted on pages 66-70, ^ ^ ^ . 



,IV. Credit and Your Credit Rating 

A. Factors influencing one's ability to obtain credit ■» 

1. Character ' 

a. Integrity in the use of the' credit . • 

^b . Honesty of the person applying 

. Willingness of the person to repay tfle debts 
2w Capacity 

a. Earning/ power (incprnj^X individual 

b. Current credit commitments of the individual 
3. Capital 

' a. }iet worth of the individual (accuiiulated values minus 
all debts) " 
b. Financial refsources of the individual (cash value of 
life insurance policies, hom^ o\^ership, automobile, 
savings account , etc . ) ^ 
A. Collateral (Items that cdh be used 'as security for a loan) 
5. Conditions (the overall supply and demand of credit in 
' the economy)" V 
a. The Availability of mofiey ^ 
\p( . 'th^ general willingness o^^lenders to lend 



The credit rartiing in the credit bureau file 

1. Credit bureau 

a. An indepe^ndently run, private,, profit-making organizati 

b. Collects Inf ormat ion 5on and about individual consumers 

c. ^- Sells information about an individual's credit behavior 

to lenders of credit ' 

2. Credit file 

a. This is a written or computerized flle.whlch is begun 
the first time you use credit 

b. Contains . Information on' an irtdividuaiJ s credit record, 
and credit; behavior / ( , 

3. File information and influences' on the credit rating 

a. Date and number of other credit accounts is inclifded 

1. Recency of other credit u^age 

2. Present status of othei: accounts 

b . The largest amount extended to the credit customer 

c . Amounts that are outstanding for other accounts 

d. - Amounts that are past due, Lf any 

1 . ^Source.^ b)r' creditor 

2/ Amount that is due,* : • 
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e« Lc^gal suits * ' • 

1, Type of fend reason for the suit 

2, Amount Involved In the suit 

3, Resolution, If any , . v 
Processes used and Information needeiH to obtain credit 

X. ] Processes used 

a. Written ^applications (commonly used for depiRment store^ 
charge cdtds, bank charge cards, gas chdrge cU'dSf club 
charge cards, and larger >lpans) 

b. Interviews » (mostly Used for! larger loans) , / 

c. Phone calls (used for checking on details Afid references; 
also fgr service Medlt) , * 

d. Credit report from the credit bureau 
2. Infon^arion needed ' ,. 

. a. Personal Ihf ormj^tloh (jpefsoh's" name » birth date, social 
security number,, atl^reds -aad nuo^et of years there) 

b. Employment (type'of Job hfeld tod number of years there) 

c. "yincome (amount of one^s yearly salary plus any other Income) 

d. Banking Information (sotlrces of checking and savings 
accounts and the account numbers) 

e. References (personal character references) 

f . Signature attesting tha^ all information g^ven is correct 

Importance of maintaining a good credit rating . v. ^ . \ 

1. Credit behavior Is recorded by credit bureiaus ; - 

2. A^good credit rati^i^g is needed to obtain future credit 

3.. A credit rating followd you when you move " ^ . 
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V. KNOWING YOUR RIGIfTS AND [(t.Sf\)NSIHILITI[::S CONCERl^ING CREDIT 
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OBJECTIVES 



V. KNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING CREDIT 
Major Objective : 

To summar Izo var ious cons iimer rights and res pons ib ill ties concerning credit, 

Specific Obje ctives : 

List the basic consumer rights and cite examples of legislation and 
agencies which help guarantee each of those consumer credit rights. 

Identity general consumer cretill responsibilities and describe the fun- 
damtMital conct»pts behind each. 



Learner (-ompe tenc U\s ; 

State the four ba.si*. ctHisumtM~ right;; ctnicern lug credit. 

For each of tlie basic consumer t: red It rights, give two examples of legis- 
lation, ageru:ics, or other Inf o nn^i t Ion , further defining or guaranteeing 
that r Ight . 

Brirtly (K'srribo t ho (Ml cots ot toui ot t hr f i vo nui jor- U^gislativo 
measures on orodit tiglit.s. 

UicuLlty two ol I ho a to. IS pi'ot or I od by t lu' consumer *.s right to safety 
whtMi us i ng I' rott i t . 

O 

hlont itv (wo Fodo! a I vigonoios w I Mi whom ono nviv tilo ocM\^u\Ino!' crodlt ooiii-- 
plainls or sook rodross btu'^is-r ot con.suinLT oiodlt problonus. ^. 

S t at o t ht> t I vo ma ji> i rons niiuM i os po^^i 1 1) i M t t os i»t i' i od i ( n,';,i^',o . 

IW' .UvMir ot t ,i< lois I v»ii ; i iUm ocl when > U * t o i m i n i ni-, t h*- t i i lo Annual I'oiront Uato 

'I'at.L^go I 1 /.o il t lio olovon soiii ("OS ot ooii.sunitM' i-r'odit 'Into tho ihroo with 

th(— lowosf uiiai Porr(M\t aj\'" Kalo awA tho tbroo with tho bigliost 
Annua 1 f'o i- r on t ag* ' t o . 

\ 

t! 1 t o six i> t f ho t out t 0(Mi t h uiy».s t i> s in o a i o I nr ! lulod in .i i'i)nt i ai t , 

b o t ( > I o . J ) M t u M I u ( I ' ' . i V, 1 1 [ h < ^ I u n t 1 a I ' t . 

Dos I' I i bo ( h Too wa to |m t^voat i > vo i »' \ t o 1 ; 1 1 »ii oi m i ruiso o t rDnsuiuoi o i ovM t . 

Sniimn I i .'f ono * i o > . )u - ii 1 1> i ! it t ^> t fpa \' dt'b t pi i>mpt 1 \ ,iiul moo ( <• ! oil i t 
t»b I { gat loir; . 
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Identify the consequences of falling to meet financial obligations. 



Explain the importance of giving accurate information about one's self 
for applications, contracts, and other written or verbal agreements. 
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y. -KNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING CREDIT 

(Conceptual Outline) ^ 



Reminder about outline: This is a conceptual outline in which both the 
major and minor ideas are presented in narrative form. For further ex- 
planation of the concepts, review one or more of the specific references 
noted on pages 66-70. 

V. Knowing Your Kighfks and .Respons Lb i I it ies Concerning Credit 



A. Rights 



To bo Informed 

a. Truth- in- Lend Ing Law (Consumer Credit and Protection Act) 

1. Disclosure statements are required as part of the 
contract to reveal pertinent information about the 
dollar amount of the loan and the percentage of in- 
terest charges 

2. The true Annual rcrceutaj^ Rate charged must be Jj^e 
only one stated or referre'd to 

K The itemized dollar cost of interest and all other 
ch ar ge s pi us t o t al price mus t b e g i ven 

4. Discounting of loan can still occur. (This means 
that the Interest dollar charges are deducted from 
the total amount borrowed before the consumer gets 
tlio net loan. Thus, the True Annual Percentage 
Kate Ls , accordingly , higher . ) 

5. If credit life insurance is required or selected 
hv t tie deb tor as part of the loan , it must also be 
considered a cost; of the loan and be reflected in 
the True Annual Pe rcen t age R<i te . 

6. The. ftist /S/T, of one's ,takt^ honK'. pay is exempt from 
garnishment, and au em|>loyt^e cannot be tired the 
tirst time Ills wagt\s are garnishc^d. No garnishment 
Is allowed on disposable earn^ng^;. 

/. Ctt'ditors can compote tlnauce charges on the out - 
s t autl I ug unpii i d ba 1 auce I u seve ra I wa vs : 
a, Averagt^ dally l)aliUU*e uiethod (computed on the 

a ve ra y;e .Uuouu t out s t tuui i ug) 
1). Adjusted balaut'e iikM boil (computed on the d 1. • 

t e ! iMi CO bt> I wtHM 1 t lu* Du t hi t and i Uf', balance a utl any 

[)avineii t w made ) 
K . I'reviou.s halaui »■ iiu-thod (t ij'.ured o\\ {\\v o\>\.'w\\\\\ 

halauct.' ot t ht^ pi'twiou.s mouth) 
d. No I iaauet' cliarge i .s uuide but the total uiiuouut 

i s due vn; 1 t h i u U) tlav.-J ^ 

l> . [• I I I ( i cd i t Kepo r t i u^, Ac ( , 1 

I. iamil-; I i al> M i ( v loi lerM red i t iMiils to .>')l)/iMrd 
^ ' I e . 1 i t I a t I u \ d I s c U V i u I t • w 
a . It dt'U i t'd r I I'tl i t , au i nd i v I d u«i I c aw t I ur! t> ut t ht* 

na iih' ami atUlii-ss t>t t lu' rrfditi>i whi> i^'Sued a 

ill' t 1 i mt'u ( a I \ «"poi t and wli\' 
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b. A discredited person may request to see his credit 
file during regular business hours or demand to 

be told what is in his file 

c. Incorrect information must be deleted, if in- 
correct, and the credit bureau must inform others, 
who have been given this information, that it 

is incorrect 

d. If information is verified as correct, the person 
may find out wliy and by whom 

Fair Credit Billing Act, 1975 

1. Consumers should report hilling errors, in writing, 
and on a separate page from the bill itself 

2. Customers need not pay questionable amounts, and his 

account m;:iy not l)e closed during the time of the x 
dispute 

'] , Credit* customers may withhold payment^ if the merchandise 
is def ec t ive 

4. Creditors can give up to 5Z discount to, customers 
pnyiny, by r.ish rather than by credit, and credit card 
compan les eanno t deiiuind t luat re ta ilers not of f e r a 

d i .'.i o u u t to 1 1 uvi r c 1 s h e us to me r s 
\\c\ui\ V Credit Oppor tun it y Ac t 

1. Credit cannot be denied to a person because ol 
sex, mar Ltal status , race, religion, or age 

2. Couplers with jpint bank accounts may request that 
In forma t ion concern ing t hese accounts l)e repor tod 

in tNU'li |)erj;on's namr so Lhat both will have a credit 
h i s t o t V 
cli ooso 

Tr uth- Ln~Lo[ul i ng ~ An opportunity to compare costs at 
d If f erent creil i I grant i ng ins t Itut ions is possible ; 
"shopp ing t or cred it" us ing the I'rue Annual Percent^ige 
Rat t' and t lie doLl.ir amount ot inlerosl <-harges for a 
r ouipar I sou pur'ptK-;o i s po^;s i I) 1 1* 

Fair Cauulit Koport ing Art t*lectin^», to notify creditors 
immediatolv about l():;t cianiit cards, thereby having no 
*li.d>ilitv, is a mattoi" ot t^ioice 
Fair Cci^dit lUlliu^; Ac L ■ choosing not- to ;)av ciisputi'd 
amount :i i r. au aitcruative luit crodit custoinors jUiould 
he awa rc o I I lie Ci>n^;cc| luau tv^ o t do i ii^', so 
I'.qua I Cit'd i t (^[>por t uu i t v Act 

1. CicditiM":; must not d i sc f i m i n.U e again.st tlic sex, 

marital status, lacc, religion, or age ot t lie creait 
a pp I i ( a u [ 

. lucdnir auii [Kr;t rtrdit liistoiy sliould he the only 
de t < a in i u i II r. I a i' t i u r; win ai e x t e lul i Uf» credit (I ucoiiie 
iiicliules a I i iiUMiv , pa i t t i nie enip loymtai t , wages, savings 
and pill) I i ( ass i :a aiu'c ) ^ 
\. Limits flic atiuuiiit ol pcisoual iutormat tnu reipiiierf 

I > t I hi • a pp 11 ( au ( , a ad a co s i )\iua ma \' U^ M he ntss.v*^ sa rv 
it a peiseii i., .^uictl ciisltt o! his vardil has lusai 
s t t^ppt s I he ran < (eiiia u<l an r \ p I aua L i o n 

5. l!rt'ditnl^; iauu<M ask iutiunuit lou regaidiii>', the ap- 

[) 1 i ( an t ' ; .p< > iis< ' it ( hr ; po us( • w i M utU he slia i i n^'. t lit • 
a t s I mi 1 1 

a:, 
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6. An equlal right to choose from all sources of creditors 
exists 
3. To safety 

a. Lost credit card liability is up to $50/card, however, 

±i the customer, notifies the company, there is no liability 

fnder the Fair Credit Reporting Act. 
ince it is illegal for a company to send you a credit 
card unless you apply for it in writing, persons receiving 
unsoliciated cards will not be held liable for illegal 
use of such cards, under the Unsolicited Credit Car^ Act. 

c. If yoii agree that your home will serve as security for a 
loan, you have three business days to think about and 
cancel the agreement under part of the Truth- in-Lending 
Law, The seller must give you written information of this 
right to cancel, and you must tell him, in writing, of 
your decision if you decide to cancel. 

d. You are protected by law from harrassment while a credit 
dispute is underway, under the Fair Credit Billing Act. 

e. Credit customers may have the consumer report of their 
credit behavior withheld from anyone who has no right to 
the information, under the Fair Credit Reporting Act, 

and adverse Information may not be reported after 7 years. 

f. Both lender and seller are. responsible for a customer's 
satisfaction under the "holder- in-due course" ruling by 
the FTC. Even if the creditor and merchant are different 
agencies, the buyer may withhold payment if the merchandise 
is defective or if the seller does not fulfill his ob- 
ligations. The consumer may even collect a full refund 

of payments made and cancel remaining payments. 

g. You must be informed of the sale of your repossessed goods 
under an FTC ruling, and the sale of these goods must be 
at a "commercially reasonable" sale price (Uniform Com- 
mercial Code) . 

h. You are assured, by law, that you can have your individual 
credit liistory, regardless of your marital status, which 

can he separate from your spouse's (If any), under the Kqual 
(.red It Opportunity Act. 
4. Vo ho. Iieard and sook redress 

a. KederaLly created lo^Lslation for crodLt redress 
1. KaLr Credit Reporting Act 

a. Consumers may submit any credit related complaints 
In 100 words or less and have It included as a 
perm^mont part oi the credit t^lle. 
h. Customers may sue a reporting agency for daimigos 
It thoir actli>ns an' dotermLned to he against the 
law, and can colloi't attorney's fees and court costs. 
I . Kc[>orl vlolatliMis o{ such accounts to the V'YC in 
Waslilngtou, \^ A\ ov a regional FTC i)fflcc. 
, \'\ \ 1 r Ct tnl I I lU I I In^^ Ar t 

A. CiiHlIt l UMtDmiM may wlthhiHil payment ami t I U' legcil 
claim .i^a i us t t he I ssiie r o[ ihc c. val It canl , If - 
HUM- 1- hand isi^ is ile t cc t i ve ami 1 t a t tempts to riv;olve 
t lu- proh 1 tnn with t he nu'rchan t have fa I I tnl . 
I). Complaints ai tiled with t lu* l*"lX:'ji Bureau el 
(!ons ume i t*ro t ih* t Ion 

o AC 
ERIC 
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3. Truth-ln- Lending Law 

a. Buyers may sue up to $1,000 for damages plus 
attorney's fees on the grounds of false or in- 
complete credit information. 

b. Complaints are filed with the Federal Reserve Board. 

4. FTC ruling - **Holder^ in due course** 

a. Credit customers may take their case to court rather 
than pay for defective merchandise or services 

(if the claim can be proved and if the conttact 
was arranged by the seller and the consumer did not 
secure financing on his own.) 

b. Complaints can be filed with the merchant/ lender 

and Stato or local agencies of the FTC ; local of flees 
or the Bureau of Consumer Protection in Washington, 
D.C. This does not refer to credit card purchases 
(see Fair Credit Billing Act), but to used cars, 
health spa contracts^ self-improvement Courses, 
home improvements , etc. 

5. Equal Credit Opportunity Act 

a. If a credit applicant is being discriminated against, 
he must take the complaint to ^the creditor first. 
Subsequent complaints should be filed with local 
or state authorities, the Federal Reserve Board, the 
U. S. Department of Labor (Women's Bureau), 
Washington, D.C., or the FTC's Bureau of Consumer 
Protection. 

6. KTC ruling - repossessed goods 

a. If you are not informed of the sale of your re- 
possessed goods, you may file complaint with the 
Frc's Bureau of Consumer Protection, 
b. Other Sources tor seeking redress 

L., Legal Aid Society - n;lds people with their debt problems 
and can assist Ln the procedure ft)r tlcclarLng bankruptcy 
2. Consumer Cred L t' Counseling Service - a non-profit debt 

and financial management counseling service 
\. CrcdLt Bureau - collects iiilormatioii about people establishing 
credit aiul sells this In ft>rmat ion to the lenders of credit 

4. Heller Business Bur tviu dea U; with m Lsrepreseutat Lou and 
I rauilu leiiL advert Is I ug 

5. State Consumer Proti'ctlt)n Agency - usually functions unuv. i' 
tlie Slate At t oriu^y Cenerars or the Covernor's office, and 
investigates consumer c t)mp I ai n t s , tleals wLtli disputes^ 

re commend. s I e^; i s i a t ion, educate;'. ct)n.s ume rs to avt) Ltl t rautl , 
ceepe ra t t^s w i t li 'ot hi' r s I a 1 1' autl I oca I aj',enc le^; , antl en 
i'ourages sell -rt'gulat ion oi has I nessef; 
h. Slate agenclci; (sucli as Stale Corporat i t)n Ct)imuissU)n 

oi^ I lie Siat*^ lUu can o\ l^aiikiuf\) entorclu^ usury laws and 
,sina I I I OAW I aws 

,1. llsurv law:i si-t a Ic^'.a'l maKiiiuuii rale tor those imllvl" 

I'ina I s I end 1 nc, iiione v 
1). Small U>aa law.; Liij'.ci intctest ralcr; are ueciled lo 

Si^rvlce small loans hut a ceiling', is r.oi. mi llu'it i at es ; 

(hot (More, Sotli l)or!o\vror and lender are [)rotev'Ltnl 
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7. Local, city, or county protection agencies - provide 
for c6n8uifter protection, information, education, and 
tak^ part in supporting consuiner legislation and 
policing consumer practices at the local level 

Responsibilities 

1 . Determine credit costs 

a. Dovn payments 

1. Th^se may be required 

2. Can help reduce the amount of the loan that must be 
financed, the total credit, costs , and thk final cost 
of the purchase 

3. Are subtracted from fhe sale price to determine the 
amount to be charged 

b. Finance charges 

1. Dollar amount - difference between the cash price , 
charged and the final credit price paid 

Ex. $300 credit;price 
- 250 cash price 
$ 50 dollar cost of the credit 

2. Annual Percentage Rate (true annual interest) tells 
the true (real) credit costs in percentage terms. 
Ex, APR=Annual Percentage Rate 

2«=a constant 
2YF Y=number of payments per Year 

APR= n(T+l) F=total Finance charges or dollar cost 

l)=net amount financed (Difference 

between total amount and down payment) 

T=Total number of payments 
Lf borrowing $200 (with no down payment) and repaying 
Lt in 12 months with payments of $18 each, 
Y-12 payments ($18 $216) 

F-$16.00 F"(5cl2 and -200) 

D-$200 linanced (216 $ 16) 

r= L2 payments 

APK =y2(12) (L6) = 3B4 = .148 (move decira^il two places 

yOO(L2+L) 2600 to right) 

ArR =/l4.8% annual Interest 
\. The .stated Interest rate" is ac ? 1 ly different from 
the APR which more accurately descLlbes the rate of 
Interest. The true APR assumes that you did not -have 
full use of the amount borrowed for tlie term of the 
loan slnee the amount Is paid hack in Installments 
Kx. If borrowing; $1,000 for 12 months at a stated 
Interest rate of 8:^., this Indicates $80 as the 
dollar rost ot the eretllt ($1,000 x .08 = $80), 

APR .^VK \ APR - ?\\2){$H0) 

iHTf I) , $1 ,onb(i2M ) 

i3,000 

~ . I A / i>v t rue APR- 14 . /Z 
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2. Compare sources as to credit costs (True Annual 
Percentage Rates) / 

a. Banks 

1. Usually charge 10-14% annual interest j 

2. May charge 18% for unsecured loans 

3. May charge 8 1/2% for secured loans and/or 
passbook loans 

b. Credit unions 

1. 9-12% annual interes t ' usually charged 

2. 1% interest is charged on the unpaid balance 

c. Consumer finance companies 

1. 8-22% annual interest is charged- 

2 . » Purchased goods may - serve as collateral 

d. Sales finance companies 

1. ' 16-24% annual interest is charged 

2 . Purchased goods may serve as collateral 

e. Department stores 

1. Usually 1 1/2% interest is charged on the 
unpai d balance 

2. 18% annual Interest Is charged 

3. 12-16% annual interest is charged on separate 
Lns tal Iment cred i t plans 

f. Credit cards 

1. Usually 1 1/2% interest is charged on the 
unpaid balance 

g. Rank overdraft loans 

1. 1 1/2% - 2% Lntorest Is charged on the unpaid 
ba 1 anre 

2, 1.8-24% annual interest is charged 

h. Pawn brokers 

1. 30-36% annual interest is charged 

2. rf loan cannot be repaid, the security goods 
mus t he forfeited 

I. Savings and h^an as^oc)i:it Lons 

1 , 7-8% or more annua*! Interest is charged 

j. Insurauco companies 

1 . S-8%- annual Interest Is charged 

3. Ktvul tilt' iHUitract to know ptTSonal respt>i\s ibi M t ies 
a. The sale piirt' of tlir prtuluct must appear 

h. The tlown payment inado on the Item must he iucliuled 

t' . The intortv^U rate to he paid (true APR) must be stated 

(1. The uiininiuni halant't' to paid at each installment or 

ihiring eaeh h i 1 [ i [^eriiHl unist he stated 
e. The lengtU ot the billing period (amoui\t ot time alh>wed 

for pavinent o t' the h i.l 1 , hefore addititMial eharge.s are 

UKuh') nuKS t h e m t :\ t ed 
1. laini tat ions thr amount ot credit t lu' i-iMtipanv will 

oxt end imui t ho i no 1 uded 

g. Tlu' t(^tal aiuoiiiil tinam'ed (\';alo price minus di^wn payment)- 
r;hini I d appt^ar 

h. Auv'late [laviiuiit elritp.es (it 1)111 Is not paid'hetiMe 
t lu> end. of hilling', pericnl) must lu' lUtMitliMUul 

i . The eoud i t i v)irs tor i - re pav i n>', mu.s t he s t at ed 



j . Prepayment charges (any extra amount that will be 

charged if the loan is repaid early-Rule of 78) must 
be s tated 

k. The time at which the title will pass to consumer (will 
this happen when the transaction is made or not until 
the loan is repaid in full. — Chattel mortgage vs. 
contract purchase, i.e. title passes in former). 

1. Authority for the creditor to investigatie the credit 
history of the person applying for the loan/credit 
must appear * f 

m. The debtor*s obligations if the account is referred for 
collection must be explained 

n. , Any other terms of agreement must also be described 

Keep accurate records to maintain a good credit rating and 

prevent credit overextension 

a. Credit limit 

1. Set by the creditor 

2. This Is the maximum amount of credit that will be 
extended 

b . Budgeted 1 Imlt 

1 . An amount to be included in the personal budget for 
predicted credit transactions 

2. If credit payments amount to twenty percent or more 
of one*s take home income, he is very likely over- 
extended and too far in debt. 

IV. Receipt files 

1. Save all credit receipts 

2. Keep a file and/or an account of the ainount of each 
debt and when each of the payments are due 

Other consumer credit responsibilities ) 

a. Be certain all Information given for written or verbal 
agreements Is accurate 

1. Reread all Information given to be certain Lt ir correct. 

2. Your sLgnature is a pledge that all information is 
c o r r e c t . 

b. Repay debts promptly, 

1. This enables yon to meet your credit obligations. 

2. This also htMps you maintain a good credit rating. 

c. Realize that failure to pay an Installment on time may 
lesult In t^hr entire balance being declareti due, 
immeil i at e 1 y 

(I. Be iwart^ that la 1 1» p<iviiuMits may result Jn adtled Interest 
charges . , 

o. Know that it you tail to pay your tit^bt, the'lendlng agency ^iiay 
l('pl>^;^;os^i I lu' items [)mrliasetl , and ytui may still be • r ecpi 1 rtnl 
to I t'pav t lu' balance ihu' on t lu* goods. 

t . A CO .signer (one who ^;igns <i c retl Lt agreement saying that tliev 
will I II 1 t i 1 I the oh 1 i gat i (Mis i^l the tleh lor shoul tl the tioht tir 
\)C unahlc [o p.iv), is M.jhle t oi' t lie <umnHit due If the tlebtor 
.let Ml It-;. 



c. May lose the merchandise through repossesstpent of the 

goods by the creditor 
Misuse results in a poor credit rating 

a. Misuse Is recorded by credit .bureaus 

b. The credit rating follows you always 

c. You may be considered a "bad risk" In the 'future 
Credit cards may be lost or stolen 

a. You may be liable for some of the charges if the loss 
Is not reported to the proper agency ^\ 

b. Take the proper steps If any credit cards are /lost 




imiR ACTIVITIES 
(Presentations for Five Sessions) 



\ SESSION ONE PRESENTATION 

^ REASONS bOR USING CREDIT AND CONSEQUENCES OF CREDIT USAGE ^j^ 

The following plan is a suggested approach for a 50-Tninute presen- 
tation coverins^ the first two -component^ of the cjredit module. 

The first column, "Section of Module" indicates the part of the 
modiiie td be covered'. • ' - 

The ''Type of Activity" column tolls Whiet^ier the activity is 
Recbmmended, Sugges^d, or Optional. Remember to cpncentrate first 
on tKe Recommended (R) activities and if time permits, next on the 
Suggested(S) activities, and finally on the Optional (0) activities. 

The "Time" co.Uimn suggests how many minutes ' might be spent on that 
particular activity in order to cover all of the material in 50 
minutes. It is important to remember that it may be very difficult 
to cover all of this material in just 50 minutes. For this reason, 
be especially careful not to "^exceed the time limit suggestions in 
the "fl'lme"- ^column unles.^ you take equal time away from another part. 

The "Activity" colum^suggcsts activities for meeting the ob- 
jectives. Often an activity says "lis t" , " s ta t.e" , or "define" for 
i^ample . The actual approach to be used, is le f t - f or you tp decide. 
If you have facilities for overhead projection , chalkboard, or flip 
chart, thelfee can be used as well. You are urged to use whatever 
method you feel Is mos t e f f ect ive , convenient, and available. 

Wlien an astt-riskC*) appears at the end of an activity,' it indicates 
that a t ransparent:y m^^ister tor that particular activity is In the 
Appendix. Before you proceed be sure that you. are f cimlli<jr» with the 
objectives for these two components., the material in the conceptual 
outiiue for each component, and 'have decided how you will accomplish . 
each ac t i v i t y . 
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^vt at t' t hat : 

"iloiKsiimor tiL'dit is a town wt- art- all, t.imili.ir 
with hut will ch uuuw ot us woulil like to knt>w 
molt' about . ThtMt' ai"c niiiuy aspects ol iit'tlit t i> 
hr ions i vU-ml , loo. In tlii.s session, uc will hf 
(nkin^', .1 look Ai tilt' rt\Uioiu; tor nsin^ t:rctlic iUul 
I i>n:;t'qiu'iucs ol HHiii^', 1"(mI I t. . 



Vn/.> shoiiM hcvrti^ ^^v (U'tliiiiiK credit as A TKIIST ^ 

iiiAi (ioons AND si'KVici::; Hi:i:i:i vi:i> Nt)w^ wii.i. taid 

\r\ i 11 1 I i oil A\\A In.) 
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Reasons 
for Using 
Credit 



> 



(Orai Pretest) 

Ask aome or aLi of the following questions to stimu- 
late thougli t and to check thei amount of understanding 
the learners h^ve about thJ.s^^topic\v* (The trans- 
parency of objectives can l^e shown wliile asking these 
questions . ) 

"I cannot seem to pay my bills and feel further in 

ilebt evt*ry montli. V/liat should 1 do?" (See page 23, E.') 

"rhe new furiliture I've been admiring has been put 

on sale. What can 1 do?" (See page 25, B.> 

" riie hot water heater went oii the blink . Wliat can 

r (U)?"^CSee ^page C.) \ ' 

*'My chlldVs c^ollege scholvnrship has been discon- 

tinueil. What: can 1 do?" (^e^ page 25, A.) • 

After asking. thesV quest ions and receiving responses 

f rom tht^ grtuip , state this generalization: "Credit 

ran be used to sati sfy both wants and needs . *' 



10 



. i;it the five reasiMu; \ov us Lnj^ c^redit from page 
. aiul \n\v at a t I me , a.sk iov examples oi each. 



■ 1 I 

Oonse - ^ 
(}ueiu*i*s t>t 
Credit 
Usagi' 



Ask some <u" alL.ivf the following questions to 
stimtilate thought' and. to check the amount of under-- 
standing the lt\'irners have about this topic* (Tlie 
t ranspartMU'v showing ob jectLvt^s can lie shown while 
a;;king tlu'se qiies t. i ons . ) 

"l.'i it po^;s^l)le tor nu' t t) afftuel luxuries ^u a 
liiiiitetl moiitliiy i^nconie?" (St'e page 21^, A.l.) ^ 
"riu'^:,Mle prit'f was i r t fs i .^vt 1 e , l)Ut I could not. 
pay the total Iw 1 1 Jast mnnt.li^ so they have added 
t inanctv. chai'^',e:i, Im inf\ing the [)rice back up again." 
(, 'o P'M'** ' » S . . b - ) 

"Wheii* lioe.'i my moutn' ' I had at the begin- 

a i nr, <>t the wt^ek , anil now t het f is UiUie ! " (See 
yAyy ,'S, A. ., ) 

AttiM ask ill)', t hi'Si- (( ne.s t i * wi: ; and i i* c r i v.i n^', rf.^;ponse; 

MiMii { lu' v\roup, statt' this ^'e.nc f a 1 t :'a t i t)n : "'liit»i;e 
ail' acK'S n t .i^',t > nil I d i s.ul van t a^\e.s to iis i ug c tiusnme r 
iit^lit, all ot \v'hit*h .should lu* cousiderod iietore 

u t iia 1 I V a.-; i uy' I 1 t 'tl i t . " ^ 

MiKo J (wv' I o I umu oh.n t lat^»*lotl, "Ail van I .Lj\e.'< v. 

I ) I s adv an ( ar.o: . . " nt\il< a iii m i 1 1 the a p p ro p i i a t c ( W umu 

ht Mii i lU'. , l> o i 1 1 I i t i M^', the ail yan t a^'.o.^; a ud d i .sail va n- 
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(Cont.) tages of using credit from pages 28 and 29, dis- 

cussing each as it is written(or viewed on the 
transparency), by giving brief examples or' ex-- 
planations (also on pages 28 and ^9.) 

Ask the group if they can think of any other 
advantages or disadvantages of using credit. 

5 Ask if anyone has questions or comment^ concerning 
the information on consumer credit covered in this 
session. 
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SESSION li*0 PRESENTATION 
TYPES AND SOURCES OF CREDIT 



The following plan la a suggested approach for a 50-minute p^^eaentation 
covering the third cottponent of the credit module. 

The first column, ''Sectiofi of Module'' indicates the part of the module 
to be covered. The "Type of Activity*' column tells whether the activity 
is Recommended, Suggested, or Optional. Remember to' concentrate first 
on the Recommended (R) activities, and if time permits, next on the 
Suggested(S) activites, and finally on the Optional(O) activities. 

The "Time" column suggests how many minutes might be spent on that 
particular activity in order to cover all of the material in 50 minutes. 
It is important to remember that it may be very difficult to cover all 
of this material in just 50 minutes. For this reason, be especially 
careful not to exceed the** time limit suggestions in the "Time" column 
unless you take equal time away from another part. 

The "Activity" column suggests activities for meeting the objectives. 
Often an activity says "list", "state", or "define", for example. The 
actual approach to be used is left for you to* decide. If you have 
facilities for overhead projection, chalkboard, or flip chart, these can 
be used as well. You are urged to use whatever method you feel is most 
effective, convenient, and available. 

When an aster isk(*) appears at the end of an activity, it indicates 
that a transparency master for that ^particular activity is In the Appendix. 
Before you proceed, be sure that you are familiar with the objectives 
for this component, the material in the conceptual outline, and have 
decided how you will accomplish each activity. 
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^tate: 

"During this session we will be talking about the 
Types and types and sources of consumer c.redit. Some, you rnay 

Sources of y be familiar with but others may be new to you." 



Credit 



(Oral Pretest) 

Ask some or all of tlfce following questions to stinr- 
ulate thought and to check the amount of under- 
standing the learners have about this topic* (the 
transparency of objectives can be shown while 
^asking these questions.) 

"Can I ^et an installment loan at a department 

storp?" (Sec pa^^^ 12, A.l.) 

"Ai-*' al! crotlif c\-U(l d(\\\y. l\\c same?'' (See page 

\ \ ^ n,(>,) 

"I)(^es it: m;ikc_.«kny (litfrr<'nce where you go for a 
1 oan? " ( S<H' p.'ir,^' ^ - 1 • ) 
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III 

(Cont'd) "What does it cost when I overdraw my checking 

account?" (See page 33, B.7.) 

"Does the amount borrowed from the consumer finance 
company have to be backed by collateral?" (See 
page 33, B.3.) 

After asking these questions and receiving responses 
from the--group, state thie generalization: "There 
are different types of credit and many different 
places to obtain credit , each having characteristics 
that consumers seeking credit should be aware of." 

R 10 Explain that there are basically two types of con- 

sumer credit , installment and non-ins tallment . 
Describe each (see page 32) and have the learners 
give examples . * 

R 10 Describe the ten sources of consumer credit listed 

on pages 32-34.* Allow time for the group to con- 
sider and discuss each. 

S 5 Review the three sources with the lowest true Annual 

Percentage Rate and the three with the highest true 
Annual Percantage Rate. 

c 

S 10 Point out the special characteristics of each of the 

ten sources explained on pages 32-34. Ask if there 
are any questions . 

0 Ask If any of the group members belong to a credit 

union or if they have one where they work. Do some 
of them have life insurance policies which they might 
borrow against? What consumer credit sources have 
they used? Which do they feel are, the best? 

S » ' ' 1 Ask Lf anyone has questions or 'comments concerning 

thv Information on consumer credit coverod in this 
session. 
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SESSION THREE PRESENTATION 
CREDIT AND YOUR CREDIT RATING 



The following plan Is a suggested approach for a 50-minute presentation 
covering the fourth component of the credit module. 

The first column, "Section of Module" indicates the part of the module 
to be covered. Thjk "Type of Activity" column tells whether .the activity 
is Recommended, Suggested, or Optional. Remember to concentrate fitst on 
the Recommended (R) activities, and if time permits, next on the Suggested 
(S) activities, and finally on the Optional (0) activities • 

The "Time" column suggests how many minutes might be spent on that 
particular activity in order to cover all of the material in 50 minutes. 
It is important to remember that it may be very difficult to cover all of 
this material in just 50 minutes. F^or this reason, be especially careful 
not to exceed the time limit suggestions in the "Time" column unless you 
take equal time away from another part. 

The "Activity" column suggests activities for meeting the objectives. 
Often an activity says "list", "state", or "define", for example.* The 
actpal approach to be used .is left for you to decide. If you have 
facilities for overhead projection, chalkboard, or flip chart, these can 
be used as well. You are urged to use whatever method you feel is most 
effective, convenient, and available. 

When an asterisk(*) appears at tUc end of an activity, it indicates 
that a transparency master for that particular activity is in the Appendix. 
Before you proceed, be sure that you are familiar with the objectives for 
this component, the material in the conceptual outline, and have decided 
how you will accomplish each activity., 



a o -n) H ^ b-^ X ^ 

a> Q u ^ o 

GO £ < < 



IV R- 2 State: 

"During this session we will be discussing the 
Credit and credit rating, what it Is, and what it can mean to 

Your Credit you." 

Rating . ^ 

R 5 (j©ral Pretest) 

Ask some or all of the following ques tions to 
stimulate thought and to check the amount of under- 
standing the learners have v^bout this topic* (The 
transparency of objectives ban be shown while asking 
these ques tions • ) 

''Dors a rtMl f t rati ny^ f o 1 low me forever? *' ( See 
' pa^e i8 , i). i. ) • 
"Dluvs evuryone have a , credit rating?" (See page '37, 

"Whr r c is the local credit, bureau Located? " (See 
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IV 

(Cont'd) ' X yo^r local telephone directory or your local 

Better Business Bureau for this Information.) 
After asking these questions and receiving 
. responses from the group, state this general- 
ization: "A credit rating Is establish^ i-lie " 
'first time you use credit and follows ^ou every- 
where as a record of your continuous ^redlt 
> behavior.*' 

R 8 Vertically, list five letter "C's". ^f^er the 

first "C", write the word from page 37 , Which 
represents the first Influence on one's ability to 
obtain credit. Give an example of what It means 
In terms of obtaining consumer credit (aiso on 
page 37). Do th^ same for the next four factoi 

R 2 Describe how the credit bureau operates C^^rge 37). 

R 8 Discuss factors Influencing one's credit rating 

(page 37). , 

> 

R 2 Discuss why It Is Important to maintain a good 

credit rating (page 38) . 

R 2 Explain that there are fobr ways or processes 

that agencies use to obtain credit Information. 
Tell and, briefly, discuss what they are (page 38). 

■I . . 

R 5 Show examples of written credit nop! Icatlons . * 

Discuss the various questions applications 
as each relates to the five of obtaining 

credit (page 38) . 

> ■ 

R 10 Discuss with the groUp what questions are com- 

monly asked during a credit Interview, In terms 
of the- five "C's" of obtaining credit.* (Role-play) 

R 2 Tell what types of questions are commonly asked 

on the telephone (page 38). 

S 4 Ask If anyone has questions or comments concerning 

the Information on consumer credit covered in 

this session. 
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SESSION FOUR^ PRESENTATION 
KNOWING YOUR RIGHTS AND' RESPONSIBILITIES CONCERNING CREDIT (Part I) 



ThJ^ollowing plan is a suggested approach for a 50-ininute presentation 
covering the fil:st part (Consumer Credit Rights) of the fifth component 
of the credit module. * 

The first column, "Section of Module" indicates the part of the module 
to be covered. 

The "Type of Activity" Column tells whether the activity is Recommended, 
Suggested, or Optional. Remember to concentrate first on the Recommended 
(R) activities'^, and if time permits, next on the Suggested(S) activities , 
and finally on the Optional(O) activities. 

The "Time" column suggests how many minutes might> be spent on that 
particular activity In order to cover all of the material in 50 minutes. 
It is important to remember that it may be very difficult to cover all 
of this material in just 50 minutes. For this reason, be especially 
careful not to exceed the time limit suggestions in the "Time" column 
unless you take equal time away from another part. 

The "Activity" column suggests activities for meeting the objectives. 
Often an activity says "list", "state", or "define", for example. The 
actual approach to be used is left for you to decide. If you have 
facilities for overhead projection, chalkboard, or flip chart, these 
can be used as well. You are urged to use whatever method you feel is 
effective, convenient, and available. 

When an asterisk(*) appears at the end of an activity, it indicates 
that a transparency master for that particular activity is in the Appendix. 
Before you proceed, be sure that you are familiar with the objectives 
for the first part of ^his component, the material in the conceptual 
Outline (Fact A. Rights) , and have decided how you will accomplish each 
activity. 
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V R 2<v State: 

(Part A) "We all have certain rights and responsibilities 

related to our use of consumer credit. During 
Knowing - this session, we will be concerned with our 

Your consumer credit rights." 

Rights 

^^nd ^ ^ (Oral Pretest) 

Responsi- Ask some or all of the following questions to 

biiities stimulate thought and to check the amount of under 

Concerning, st.andinV^, the learners have about this topic* 

Credit (The transparency of objectives can be shown 

wli i 1 e asking, t hese qiies t ions . ) 
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(Part A) "What rights do women .have concerning credit?" 

(Cont'd) (See pages 43-44, A.l.d and A.2.d and A.3.h.) 

"What should I do if I feel I have been treated 
^ ^ unfairly in a credit transaction?'' (See page 

44, A. 4.) 

"If I have been turned down after- applying for 
credit, what can I do?" (See page 42, A.l.b.) 
"Can alimony or child support money be counted as 
income on a credit application?" (See page 43, 
A.2.d.2.) 

After asking these questions and receiving re~ 
aponses from the group, 3tate this generalization; 

\/ "Each consumer has rights which can help him 

/ knpw how to use credit wisely." 

V R A 2 List the four consumer credit rights from pages 

L 42-46. 

R 28 Discuss the four major credit related laws (pages 

(7 min. 42-46 in terms of what they do for the consumer 

per (or how they apply to the four rights.)* 



law) 



Discuss the other sources of consumer credit re- 
dress from pages 44 and 46** 

Ask if anyone has ques.tions or comments concerning 
the information on consumer credit covered in this 
session. 
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SESSION- FIVE PRESENTATION 
KNOWING YOUR RIGHTS AND RESPONSIBILITIES CONCERNING CREDIT (Part II) 

The f9llowing plan is a sug^^sted approacH for a SO-minute presentation 
covering the second part (Consumer Credit Respohsibil^ities) of the 
fifth component of the credit modt||.e . 

The first column", "Section of Jftdule" indicates the patt of ^the 
module to -be covered. ^ 

The "Type of Activity" column tells whether the activity is^Recom^ 
mended. Suggested, or Optional. Remember to concentrate first on thfe 
Recommended (R) activities y and if time permits, next on the Suggested(S) 
activities, and finally on the Optional (0) act ivi ties . . 

The "Time" column suggests how many minutes might be spent on that 
particular activity in order to cover all of the material in 50 minutes. 
It is important to remember that it may be very ^difficult to cover all 
of this material in just 50 minutes. For this reason, be especially 
careful not to exceed the time limit suggestions in the "Time" column 
unless you take equal time away from another part. 

The "Activity" column suggests activities for meeting the objectives. 
Often an activity says "list", "state", or "define", for example. The 
actual approach to be used is left for you to decide. If you have 
facilities for overhead projection, chalkboard, or flip chart, these can 
be used as well. You are urged to use whatever method you feel is most 
effective, convenient,' and available. 

Vhen an asterisk(:fc) appears at the end of an activity, it indicates 
that a transparency master for that particular activity is ±r\ the 
Appendix. Before you proceed, be sure that you are familiar with the 
objectives for the second part of this component, the material in the 
conceptual outline (Part B. Responsibilities), and have decided how you 
will accomplish each activity. 
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V R 1 S.tate: 

(Part B) "In addition to our rights in using consumer credit, 

we have certain responsibilities to remember when 
Knowing ¥sing credit. During this session, we will be con- 

Your CGrned wiLli tliese responsibilities." 

Rights , 
and R 7 (Oral Pretest) 

Responsi- Ask some or all of the following questions to 

biiitles stimulate thought and to check the amount of under- 

Concerning standing t he l earners have ai)Out this topic . (The 

transparency of objectives can he shown while asking 

these ques t ions . ) 

"Don't bank and auto dealers charge about the same 



for interest?" (See page 47, B.2.a. and B.2.d.) 
"How can I figure out the real cost of a credit 
purchase?" (See page 4b, B.l.) 

'What should I look for in a contract before I sign?" 
(See pages 47-48, B.3.) 

"Isn't it true that under the law, I am pot liable 
for illegal use of a lost credit card?" (See' page 44, 
A. 3. a.) ^ 

After asking these questions and receiving responses 
from the group, state this geperalization: "Each 
consumer has responsibilitties which ca^ help him 
know howtlto use credit wisely." 

List the five consumer credit responsibilities (from 
pages 46-49.) 

Explain how to compute the frue Annual Percentage 
Rate (page 46).* Help the group draw conclusions 
about the effect of the amount of interest and the 
amount of downpayment on the real cost of the credit 
transaction. 

Rank the ten sources of consumer credit from lowest 
to highest true Annual Percentage Rate charged.* 
Discuss the great differences in terms of actual 
cost to the consumer Xp^g^ 47.) 

Describe an example of a consumer credit contract.* 
Mention the fourteen" things, from pages 47-48, to be 
sure are included before signing the contract. 
Discuss each. < 

Ask the group to discuss how they keep records of 
credit transactions. Ask them Xo make suggestions 
of how to keep accurate accounts of credit expend- 
itures. Depending on their responses, suggest ways 
of keeping accurate records in addition to suggesting 
ways to prevent overextevit^ m of credit by setting 
limits on amounts to be m ^^t in credit per mpnth 
(page 48) . 

Review the consequences of failing to meet credit 
obligations (pages 48-49.) Ask the group to draw 
conclusions about the, importance of repaying debts 
promptly and of meeting one's financial, obligations . 

Ask if anyone has questions or comments concerning the 
information on consumer credit covered in this session 
or in any other session of the module. 
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GLOSSARY 

Acceleration Clause - A statement granting the creditor the right to de- 
mand that all payments become due^ 

^ ■ 4 ' 

■J 

Annual Percentage Rate - The actual rate of interest figured on a yearly 
basis and expressed in percentage term&. 

Balance - Tofal amount due after downpayments are made, orvi:he amount 
remaining to be paid. 

Balloon Clause - A statement allowing for attractive, low monthly pay- 
ments until the end of the contract period when amounts may be signi- 
ficantly ||iigher than in previous payments. 

Bankruptcy - A legal proceeding declaring that an individual is over- 
extended in debt or unable to pay obligations. Assets may be dis- 
tributed among creditors. , 

Budget - A systematic method of planning the use of income for various 
expenditures. 

Capital - Assets in the form of cash, property or securities belonging 
to a person. 

Charge Account - Arrangement permitting the customer to buy goods and 
services now and pay for them later. 

Collateral - Something of worth which serves as security for a loan. 

Consumer Finance Company - A business which makes installment loans to 
consumers . 

Contract - A sales agreement between creditor and debtor stating condi- 
tions of sale. 

Credit - A trust that goods or services received now will be paid for in 
the future. ' 

Credit Bureau - Agency which collects information on the credit behavior 
of individual consumers and sells the information to qualified firms 
or businesses for conf identiarl use. 

Credit Rating - A record of an individual's past credit behavior. 

Credit Union - A cooperative association which extends credit to members 
only . 

Creditor - A person or agency that extends credit by lending money or 
selling goods and services on credit. 

Debtor - A person who receives credit and promises to repay 
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Default - Failure to meet a payment or to fulfill an obligation. 

Disclosure Statement - A statement giving all the terms of "the credit^ 
transaction. ^ : ^^ 

Discounting - Deducting service charges, for the creiflt being extended, 
before giving the borrower the money loaned him. 

Dollar Coat of Credit - The total cost of using the, credit expressed In 
dollars - the total cost minus the down payment. 

Down Payment - Any money paid as an Initial Installment on the total cost 
of an Item. 

Finance Chatge - The amount charged for the use^f the credit services. 

Garnishment! - ^ court order presented to a debtor's employer requiring 
that partf of his wages be used to repay a creditor because payments to 
him are past due. 

Installment Credit - A type of credit In which repayment Is made at 
specific Intervals for a stated period of time. 

Interest - Amount paid for the use of credit over a period of time. 

Liability - An obligation to pay for merchandise or to Insure the quality 
of merchandise. 

Outstanding Balance - The amount of money or charges still to be paid. 

Overdraft - A check written for an amount exceeding the balance In the 
signer's account. 

Principal - The amount to be paid on the original amount borrowed, not on 
the Interest amount added to the loan. 

Service Credit - Credit extended by utility companies or professional 
agencies allowing use of their service before paying for It. 

Title - A document indicating legal ownership. 

Unpaid Balance - Amount remaining to be paid. 

Usury - Excessive charge for the use of. money. 
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. S0|1(CES OF FURTHER 
^ % REFERENCE 



For more In-depth reading on th*/ preceding topics, se^e any orte or more of 
the following references. If t:t/|j|e are not available in youn local ^ | 
school, college, or public libra*, you may wish to ^rder several for your v 
use. . 

Textbooks . * ' . . ^ 

Burda, Edward T., Consumer Finance ^ Harcourt Brace Jovanovich, Inc, , N.Y., ' 
1975, pp. 42, 86-112. 

De Brum, S. Joseph, Peter G. Haines, Dean R. Malsbary, and Ernest H. 



Crabbe, General Business for Economic Undfers tanding , Smith-Westetn 
Publishing Co., N.Y., 1972. 

Garraan, E. Thomas, and Sidney W. Eckert, The Consumer Vs World, McGraw- 
Hill Book Co., N.Y., 1974, pp. 99%26./ 

Gordon, Leland J. and M. Lee Stewart ^ Economics for Consumers , Van 
Nostrand Reinhold Co., N.Y. , 1972, ppl 316-337. 

Jelly, Herbert M. and Robert 0. Herrmann, The American Consumer , McGraw- 
Hill Book Co., N.Y., 1973, pp. 354-391. 

Miller, Roger L. , Economic Issues for Consumers , West Publishing Co., 

. N.Y. , 1975, pp. 113-272. 

Porter, Sylvia, Money Book , vol. 1 and 2^ Doubleday & Co., Inc., N.Y. , 

1975, pp. 89-153, 1122-1170. [ \ 

Price, Ray G., Vernon A. Mjusselman, and J. Curtis Hal.1, General Business 
for Everyday Living , Gregg Division, McGraw-Hill Book Co., N.Y. , 1973. 

Raines, Margaret, Consumer^ s Management , Charles A. Bennet Co., Inc., 
III., 1973, pp. 64-69, 229-231. 

Schoenf^ld, David, and Arthur A. Natella, The Consumer and His Dollars , 
Oceana\ Publishing , Inc., N.Y., 1970, pp. 169-188. 

Smith, Cdrlton, Kichard Putnam Pratt, and Time-Life Editors, The Time- 
Life Bb o k of Fam ily Finance, Time-Life Books, ^I.Y., 1969, pp. 7^42, 
22-40, ^95. 206. . . [ , . 

Troelstrup, Arch W., The Consumer in Ameri can S ociety, McGraw-Hill Book 
Co., N.Y., 1974, pp. 168-194, 358-355.'" 

Warmke, Roman F., Eugene D.Wyllie, W. Harmon Wilson, and Elvln S. 
Eyster, Con sume r Economic P roblems , Soath-Wes t-ei^jn , Publishing Co,, 
N.'iJ^, 1971,' pp. TSZT" 189 , V2O-437 , 451. | 
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Articles 



Bender, M. , '^Should You Join fi Credit Union?," Mc Caill ' s , vol. 102 
(May, 1975), p. 59. 

Brooks, T, K . , "At l.ast: Fair c:rediL Treatment for ^omen," Re ader* s 
D^l^^t, vol. 107 (SoptembtM- / 19 7S) , pp. 19-2^4. 

Chan, J., **GetCing Oredit In Your cVn Name/' Mc Ca 1 1 ' s , vol. 109 
(August, 1976) , pp. 96-99. 

"Credit Cardes ^ Loans Denied Women," l.adtes' Home Journal, February, 
L9 7 3, pp/4A , 1 31 . 

"Credit Cards: (;rowing Concern Over Your Privacy," U.S. News ^ World 
Rej3ort , (February .M , 19 76), p. 4 

Daly, M. , "Doi/t IW- In Lhc Dark About Credit Terms: Your New Credit 

Rights As a Horrowci-," Better Homes & ( ^.ardejis , vol. 54 (Januiiry, 19^76), 
p. 4^. 

"Dl:;c()\int s for Kach /' Chanel T I mcs , J^eptembef, 1^)76, p, 16, 

|)onnelly, Caroline, "New l.ong-Terni Car Loans at Short-Term Prices," 
Money, September, 1^)76, {)p. 4 3-44. 

"How Companies Kate Credit Kijiks," I ^ S . News ,, 6, Wo r I d RejK)_r t , (July 19, 
19/6) . p. ')()- 

"How vlv'os voHi Cte^llt L M d lU 1 1 .\ " ^'^^'^i^iii i^ia. ^' C"^;.J^ » .Cinuary, p, 4.^, 

"flow Mueh Does (^edit Really Ce^;t You," Mr Call's, April, 1973, pp. *2-49, 

"flew te l-Ls't .ill I C'.li ViMn ( : i e^l 1 I AM 1 i t v , " Chaui^ i u^^ . 1' 1 i\ies , June, 1^)71, 
pp. r> 1/. . ' 

MtMine.ii . .\- S- . "An^;w<'is t ViMu ^Miest i ens Al>onl Ciedlt ," vlood He usekee p I n^ , 

"Nt>,s! te luMtew I 1 >M «>■ Mone\ in i Muiiv'." ili.in^inj^ llnu^r;, l.nuiarv, l')/t), 
pp . f » ' 

"N.-'. iCti'.iit'. Wh.'M wMi (Ml I ini.'/" Lensumei Kt'piU t s , >ta\' , h>/t), p. U).', 

I Hi I iin , 1 . i'. , "Ulii - 1 r ,i u<i ill »w t ' ■ !u M I I'w Menr \ , " Kr .nie i * r. D l ^t'r; { , eel. 1 
( Au>' us t , 1 > . pp . '>ti 

" K . 1 1 I 11 M 1 1 * ! . - J i 1 \i u > ( i ! ' • i 1 hi t •. I t [ t > 1' 1 I \ .e V P . S . Nevv s \ We i I t! 

K.'po I t , vv> I - SI. . , AiivMi-, I 1 (. . '(^ ) , p . ^ 

L'.» I I t n . , N ' . " I h I , ^ . Mi-.ur.i.M \\ \ \ \ i . 1 ^ • • . i >' n . • . I 1 . m \ .mi . I'.] ii.i I l i e*1 i I 

■ ipp.^r Mm I !• V .\. I . " ■ ^ I i U Mi-.ci^ .'<• p I 1 . > 1 I S 1^ (NovsMiibe i . v ■ 'OS , 
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Wedver, P.,^"AreWou Using Credit Wisely?/' Today's Health, vol. 53 
(November,^ 1975), pp. 42-43. 

"When Y,ou Need^to ^iprrow Cash . . cnuinging Times, vol. 29 (February, 

I97ij, pp. ]3-V4. 



O rgan lza^ ions 

K., 

F_r_l_vaLe " •^^.•>^.,^^ 

American Bankel'^^ A^;m or i a t i on , I.' l-'.a.s t U>Lli StrtH't, Nt^w York, N.Y., 
LOOLt>. 

Am*' r I can liar As.soc i a t I on , 1 1'^) f'.vist ()()tli Street, Chicago, 11., b0637, 

Ann'iican C'ooiic'i I oti ('o^^:ul)KM' I ii t t.M t s , ih? SlanLoy Ha 1 L , lUvi vims L L y 
oi M^s^;our^, Columt)i,i, Mo., 6S:!Ul. 

Council i>t Hftn-i IWisinos'; Bur cans , Inc., F 1 ')() l/Lii St!cct, N.W., 
Waslii lu*, [ oil , P . c , . . 

Iton.sehoCl Finarscf. * o ti>or at i on , I'lnvlcntial i'la/.a, Chi(\igo, 11-, (>()()() 1 . 

Nat lonal .Xdvort i ;iac, ;\c\'iow l^oai'^i, H')iy Third Avenue, New York, N.Y. , 
100,C\ 

Nat i ona 1 v onmi i ( tec ! o i 1 d i u n t { o > \ in Ka m i 1 v I'" i nance ^ .* / / Pa r k Avenut ' , 
New Vv> t k , N . . . I (V.) I ' . 

Natlon/il i^Hisnrnei fdii.inei- Asso-v i at ion, [''tliu a r i ona I St.Mv{ctcs ^)^v^^;^tMl, 
ll)0(^ Ihtl: -die. a, U\u;liington, ICC., .'00 i() , 

Na t i ona I Tnli I i c 1 n f ^a es l ^N- .ea i cii i i i ou}>s , CS 1.' M St i ee t , N . W , , 
W c d 1 i n v'.t . > n , M a C . 0 1 ^ U , 

.1.1.. l\aniev.-. , Ivin- li lon.il i\eCit lonv, I UU A\'onne ot t ho AiiuM' i c < c : , 
Now Vo I I . :\ . \ . 1 i)0 C> 

P ■ 

Iv . ■ i I ( C Ml . , rl 1 I . C' . > , : ' . . mO<' ! 1 



Kedoi I 1 



i; ; a • t i ■ ■ ' i ' ' I ; ! live- i ' ■ ; , c . • > ■ i > ■ i ; , !■ od o i . i i i i i d o i > Miim i ■ . ■ . I ( m i . ( ' ( i i I d < ^ a . 
' ! 'o , a I • ■ I . . ' t ' ! iM. w: t ' 1 1! i d 4 M i', . A'.i ■ > 1 1 i n i ^ m i . . ( A , A )i M A 

t a I i . . ' 1 , I \ i ■ 1 111! ' , ' 1 1 ' - . ■ I \ I ! 1. 1 1 , . i ■< m'I( ■ I . I I lA ■ ■ . , a vo : ■ V . ( < ' 111 , \v'. e , 1 1 
I I ; , ■ •■ ■ . , ' ■ * ■ 1 1 . , t 

■'111..- • • t > M ; . I M \ • : ; i ! . . . ■ l > I I ! ; : ir II t . ' ! lO'l-. , U'. C . 1 1 I O i t t M I . i ) . T . , .A) M 
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State 

Attorney Generars Oft ice, 1101 E. Broad Street, Richmond, Va. , 23219. 

Offlco ot Consumer At talis, Virginia Dept. ot Agriculture and e:ominerce. 
H2b Kast Inroad Str|^^t, WO. Box 1 16 Richmond, V^a. , 232L9. 

t 

State Legislator 

Virginia. Ci t i ztMis ilonsumt-r Couue i 1 , P.O. Fiox 7 7 7 , Springfield, Va., 

22130 

ConsumiLU- Credit Counseling N Hducational oervice of CIreater Washington 
Inc., T)^!! Chain Ihidgo \<o:u\ , Fairfax, Vj., 22010. 

Virginia Ct>gal Aid Society, I'.O. Box Richmond, Va . , 23203. 

Virginia Retail Merchants A^;soc i at ion , Raleigh Hotel, Suite //3, 
K i chmcuid , Va . , i2 1 ^ - 

:.ratt* llorpor .it i imi Ci>imni 'is i on , .SOO '> S 2 ^) /(>(K 
Local 

County and C i t x' consutnor ptnlcition /igenclrs 
l.tu a I t>.inl. - 

l.tu- .1 I Ut't I «M Bus i Bui i\uis 

Hi^tttM- Bu.sinoss Bureau ol Metropolitan Washington, 1 1 1 1. K Street, 
N . W . , Wa.sh i u>',( on , D . C . , ^OOO^t . 

IW.fttM Busiuoss I'unoau ot Uoauv>kc Valley, Suitt^ A, Ciystal 

l\>wei BuildiM^', . 1 > U','-,( ("ampbell Avtuiue , Rtvnioke , V h . , 2^U)ll. 

Kfttei ihi>;iuo.'; Buieau oi Kiehmoud, We.st Brv>ad St i eel, Kichmoni 

V,i . . M.MO 

:idevvMtei iWlIti IWisluos. BuM'SU, 1 L» West Voik StltuM, Noitolk, 

vs . . ; V > li V ^ 

1 . M . I 1 * S I ini ' ( ' ; I > I ' > ' Illlllt ' : ( ■ 

i , u (1 ( 1 . • 1 1 1 ; t u I < ' i s . 

riKt. (srn,l,-,i: I'uBii. Ist.-i. .( Kr^euvh oMMip.-), Icuuted a( siune 
iin i ve I 1 ! Mu.l i ^ M <M',c . uinpUNf. 

, Mil I ( • ! \ f . . 1 , 1 >; 1 \ s 1 ( 

\ ; * i . . -1 I A [ S I i . i V M 1 . , ■ I \ 1 . . • . 



A local credit union (for Infornvition on cre^dit fees, debts, credit 
laws, finrancial counseling, purchasing a car or life insurance) 



Local Legal Aid^ociety 
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KVAI.llATlON 



Rather than have the adult leariuTs coinpU'U^ a final post-test, it 
is sngij,ej;Lt>d that vo\i u.^.t' tiiis » valuation. By usin^; t ha s 1 orni 

or evaiiuition, you will havt.'^ an \<[r\ m v.'liat L;;c ;\i !■ t j i pM lU arlnalb/ 
learned, anJ which of vtan* t <'iha i (jiifs voii nia\' want t.<j use again or alter. 
It', on the othc! hmd, von protri ^M\'iiM', ,i U m ma ! post tost to htMlor 
as^ioss av'.lual ]oaniin\', , (ho cs )mp. • t r n c i t at. - I In' h* ■ p, i mi i a ^\ of this modulo 
havt' hisTi dosip.iuNl (o lacilitalt^ iiiaK.iup, (j i it • > t i v >io; t o i~ sairh a tt'st.. 

hi ofdia to kts'p tiio ovalaatioii tM iol in loup,th ami in time needed 
tor romp I ♦ • I i Oil , I 111 .-o .ph a ion, r,n*i',h{ ho as.kod. Tho pa i' ( i o i pant s (aaild 
wid ( o (lioii a OS wo I . Mid ouunoMi.; jiii'i Mon tluMii in to von with I ho i f 
iKiin,- iMi th^'ii! oi a Hi i in MiK » as, Iv . I'lio throi- aroa ; oi in!oi-mat ion vou want 
tut I ho 1 na^t i . will I i kt - 1 v i nc I ndt 

I . \).- f 1 ho 



n 1 " o ( M a I ! I I ' , I o I I 1 1 n ; . In on 
a . li n i 1 1 1 n n t t ' « i n > ', t ' i o J i ( . " 



* . I a t I ht ■ t n 1 Of iiu t i n;[M o t in t ( k i n p/; wli i oh von tool vou 
! ' ■ I r nod t ! mill o m i o>l i t so s, i uiu : ■ ' • 

\ . U\ \ \ [ i . 'ot Mil 111. -la u\M ( ; ) < m \ on va vo I ■ o i in i 1 a i ;rss i on> 

In ! u > hold IS [ i ! ; ■ I M ( ! I I t ■ ; 



h^a po-, , I i M . .p lo a o 



In I . ; , t ' , s 111' N M I n i n s, o I ( I n > s - n i t i 



1 1> M 



a , ii! 1 



I n 1 I ! i 1 



s 1 1 . ; 1 ) \ 



SI . ■ ■ s i' ■ 1 ■ 



s ■ . 1 ( •( : 1 



a ■ M . 1 1 in 



h 1 1 



I S' 1 1 1 M ' 
. 1 [ o 1 : 



i 1 h I t 1 i i 1 11 . o I a 1 1 o \\' .1 . I o a I 1 



Mia t ' . 1 1 o 1 1 , I , > I 1 1 ( I < • ; • > o 1 1 * i ■ I n I 1 1 i ■ 



ERIC 



72 



REACTIONS TO YOUR USE OE THIS MODULE 



1. I used this mcHiult' with the tol lowing group of adults: 
(p 1 t»ast» dose r i ho ) 



.\ . 'Y\\c e,roupV^; ^oa*•tio^^; ii> (ho niothilai' apprcn'ioh wor(^: 



I , I ; , . Ml. I ( .. n o ; 

1 I i 1 I I I'm' I \ I t I 1 1 M i I il; . t I t 1 1 

111(1 Male Uii I \'» ' I - 1 [ V 
"^1 • : * > , I , nf>\ o m n v , i ii 1 1 I i r.i i 

1 1 1 ■ \ < ■ I * • j > iiu • n f 



t . 1 , ■ \ ■ ■ 1 . ■ I I 1 I 1 ' O ) o 1 
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APPENDIX 



I. 

mJOR OBJECTIVE: 
SPECIFIC (fejECTIVES: 



REASOriS FOR USIflG CREDIT 

To EJ<PU\IN REASONS FOR T>IE USE OF CREDIT. 

Cite t>ie mjon reasons for using credit and 

GIVE EXAMPLES OF EACH REASON. 



II 

Activity 1 



Ii: CONSEQUBCES OF CREDIT USAGE 



Major Objective: To make predictions about the consequences of 

using credit. 



Specific Objectives; List several advantages of using credit, and 

GIVE examples of EACH. 

List sp'eral disadvantages of using credit/ 
and give examples of each. 
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^ ' TT. CONSEQUENCES OF CREDIT USAGE 

TI. Consequences of Credit Usagt^ " 
A. Advantages 

1. To improve tme*s general Level of living- one*s 

level of Living Ls not restricted to the amount of 
I cash on hand 

yi , To take advantage of sales 

]. purchase largt^ items and use them while stilL 

\M\y i ag for I htMn ' j 

A . To ina kc pn rchast^s nior conven ien t Ly ^ 
■ m.uiage ovtuall t^xpead Ltures more effectively 
To tvu.ahli^dl a credit rating 

/ . To h(Si t 1 n f 1 a L low 

H. To use it as a form of "savings" 
^. I'o keep savingr; lutai't 

1) i sad vail L ages 

I' ut vn tMrnings art* a 1 rtMdy committed to lie- spent 
Prtwidi's a taK^^c Staist^ ot ,^;eruritv 
\. ntUTtvist"^ casli savings 

f . p.iv • in.uu'i' cluM gtv^^ in add it icMi io the I'ost oi 
! «>duc ( i>! st-r V i I 

•) . Mav l»Md (o credit ovc rt^xt ens i on oi' hankru[Ucv 

n. Mi ;n';.' t»'snlt^; in a povu' credit latiny', 

( ' I (N 1 I t .lid:. Ill.l \' 1 M ' 1 t t V M ■ . t I fll 



ADVANTAGES V. DISADVANTAGES OF CREDIT USAGE 



Advantages 

Improves general level 
of living 



Allows taking advantage 
of sales 

Lets you use large items 
while paying for them 

Make purchases more con- 
veniently (no need 
to carry cash) 

Manage overall expend 1 

tures effectively with 
receipts 

Kstablish a credit 
I a t liiK 

Can help beat Intlatlon 

Use it as a torm ol 

sav Ings 
Other : 



Disadvantages 

Future earnings are 
already committed 
to be spent 

Provides a false sense 
of security 

Decreases cash savings 

May lead to credit 
overextension or 
bankruptcy 

Misuse results in poor 
credit rating 

Credit cards may be 

lost or stolen 
Other : 



III. TYPES AND SOURCES ol^ CREDIT 



Major Objective: 
Specific Objectives; 



To DESCRIBE various TYPES AND SOURCES OF 

consumer credit. 

Indicate the differences between install- 
ment AND NON- INSTALLMENT CREDIT' PLANS. 

Differentiate among the sources of places 

TO OBTAIN credit. 



\ 



Ill 

Activity 2 



TYPES OF CONSUMER CREDIT 



Installmekt 



jsed for major purposes/ usually 
epayment is over a series of mot^ths or years 
>ecified amouift of interest is paid 
\ch installmentt usually included' "!>€ finance charges 
"imes/ total amount can be repafd/ before it is due/ 
to avoid some of the finance charges 
Usually involves a- written agreement 
May require a trade-in or downpayment 



NoN- installment 

A single payment is m)E 
There are no fixed payments 
Types include; 

service credit - you apply for service and may have to pay 

A deposit (ittility bills) 
Doctor's bills - usually paid in full when due 
Charge accounts - m\ pay amount due in 30 days (regular) 

OR PAY a portion WITVIIN FIRST 30 DAYS 

and THE REMAINDER LATER (REVOLVING CHARGE) 
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SOURCES OF OR PLACES TO OBTAIN CREt)IT 4 



1. Commercial banks 

2. Credit Unions , /a 

3. Consumer f Lnaiu:e companies 

4. Sales finance ccunpanies 
5^ . I)e part mt» n t s t o r s 

() . C red 1 1 cards ^ - 

/. Bank Dverdratt loans ^ if 

8. l*awn hfoktMS 

■ ?v 

9, S.ivin>vs aiul l.o<nj As^;pc i at iou.s k^^. 
10. ^^^Ulrance cc^mpaiiics 
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/ -TEN SOURCES ()tV(:ONSUM]::R CRKDIT 



/ * Activity 3 (a) 



Conmarclal Banks 

Collateral often required; monthly repaymentH usually required; 
low iDtar^st rat«B (10-14% annually); average loan about $1,100; 

• sttrve low and medium rlak' cuHtomerw; service fee for early repay- 
ment; may discount amount of » loan-deduct the service charge 

'before giving the amount of the loan to the customer; character 
or signature loans usually available 



Credit Unions ^ , / 

Membership required to receive a loan; low interest rate (9-12% 
annually); character or signature loan usually available; payroll 
deduction normally required; may have j!lmi t 'on borrowed amounts; 
• usually quick and easy servKcif 



Cojteumer Finance Cooipanies ^ ' ' 

Maximum amounts to borrow are limited; serve highest risk customers; 
higher interest rate(I4-36% annually); high degree, of advertising 
and promotion; service fee tor e£^rly repayment; collateral needed 
to insure loan / r <. ^ ^ 

.-. / ! . 

f 

Sales Finance Compaales 

Lending arranged through ruLaiier (usually automobiles); indirect 
hoTrOwinK.lo t^\al IL is itoL tlie retailer that provjides the 
credit; may Herve higher risk c.u.storaerfl; higher interest rate , ^ 
(16-24% annually); purcbase(I^,^ood<3' serve as..coliate/^l (new car); 
service* fee for early repaVment 



Department Store s 

Credit available soon after submitting application ; revolving 
credit available with the option of paying in fu'41 when bill 
is received or paving in installment credit plan available 
(interest rate of I2-i6^); add-on option, is uVi^lly >availab Le 
on ins fhllment plans »^ 4 

> 

Credit Cards-Custo mer credl t • wil l ,be honored ^p to specified amount 

V 

Retail store c^e^ft v i rds - 1 s sued by department stores and -oil 

r (jnip.in ies>' honored in i^ecific' store, 
.'orfipany , dT cha in of stores » credl t 
cards are lssue<^ directly to customer, 
refill. ir or revolving charge plan pay- 
, !!i»mU s ,irc .'iv<i { 1 ah Le 



III 

Aiitivity 3 (by 



TEJf SOURCES OF CONSUMER CRKDLT (CONTINUED) 



Bank credit cards-Issued by bank or banks for general purposes, 

honored In a vail^lety of places for a variety* of 
gcK)ds and services , somet Imes offers loan 
privileges 

Travel and entertainment credit cards-Issued by agencies after 

careful Investigation of card 
holder, annual fee Is charged 
for use of card, often used by 
* ,bus Iness men (good expense 

record for business expenses 
' absorbed by employing firm) 



Bank Overdraft Loans 

Parlor written approval required before exercising privileges; max- 
imum credit limit and repayment schedule estat)llshed ; checks may 
be wrltteh against credit limit (if total amount owed does not 
excee'd limit; additional amount is credited to account as a loan); 
automatic deductions may bt* made from checking account or monthly 
payments are made to pay back loan; finance charge on out3tandlng 
balance is made with each month's payment or ^deduction (usually 
1 1/2-2% monthly/ 18-24% annually) 



Pawn Brokers 

Security surrendered to pawn broker until repayment; l^an is for 
"60-90% 'of present value of security; high interest rates (30-36% 
annually) ; *loan need not be repaid (but the security goods will be 
forfeited) . / 



Savings and Loan A ssoc iations 

Mostly housing and real estate loans; can borrow against personal 
savings account (interes-t r a ties are Low - 7-B% annual lly) 

k • 

I nsurance^ Ct^mpatiies 

a 

{,oaii up to ot t\u;h vahu* of Insured's policy; no (^edlt invest i- 

gtiti(Mi; low iiiter(,'sl latehT (')-H/^ annually); lace value of policy ii\ 
ri'.duced by amount ot loan in event of death; no time limit fott' re-, 
payment; no service tee for early loan repaynlent 

> 

* ■ t ♦ 

... 8,^, . 



IV. CREDIT AND YOUR CRE)IT RATirf. 



Major Objective: To summarize factors concerning obtaining 

credit and a credit rating. 

Specific Objectives: Relate the factors influencing one's ability 

to obtain credit. 
Cite examples of different processes, used 

AND information NEEDED IN OBTAINING CREDIT. 

Identify factors influencing -one s credit 

RATING. 

Become aware of the importance of maintaining 
A good credit rating. 





THE FIVE C'S 



\.*. (Major Factors Influencing Ability to Obtain Credit) 



-Character: IrnBSRiTv in use of credit 
Honesty . 

willingness to repay 



-Capacity: Earning power (inccme) 

Current credit cQMMiTMEhrrs 



-Capital: Net H3RTh of individual - accumulatb) asset values 
minus debts 

Financial RESOURCES - cash value of^ life insurance, 

HOME/ car, SAVINGS ACCOUNT/ ETC. - 



-Collateral: Items which can be used as security for a loan in 

case you default 



-Conditions: Overall supply and demand of credit 
Availability of money 

General willingness of lenders to lend > 




A-3 



FACTORS INPLUENCTNG ONE'S ABILITY TO OBTAIN CREDIT 



1. Character 

2. Capacity . ' 

3. Capital 

4. Collateral (items that cam be used as security for a loan) 

5. Condi ttpns (the ovejrall supply and demand of credit, in 

the economy) 



\ 
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SAMPLE APPLICATION FOR CREDIT 

1 



IV 

Activity 7 




Comptott 



^-tjH 'fT u u 'u'" is cK 

» For IndivkHjal In Name Ch«rat Cardt Ar« To B« Usu«d, Comp4«*t Fo 



F..#»»Wr A^Mfwtt fM.»»» fh^r. J V,, Al PrttVfO Atlrtri>ii 
r iiH>tiiv*< t N*""*" H .'v«» t ■"«> » > .(II N»tM».t 

P,,i-( 



jll '♦■u I -l.llll. 



For SpcMJM If Joint Account li R«qu«ilad: 

SiHHilt I Full Ntmr iF.(«t lr>tiitl. 1 4<ll 



■ f ,r„. ^ f ,,11 N*M,-I 



t t Nam* In Which 
Al < Dun t is jrr )wl 



^•f Offic* Um Only 

CrwliT Buri-au last 
Re(K)ft In Tiif Since _ CheckeO 



3 



STORE COPY 



1- Inforinatlot\ about CHARACTER 

2- Informatlon about CAPACITY 
3^'lntormatlon about CAPITAL 

4- Itifprmat ion about COI.LATKKAL 



ERLC 



SUGGESTIONS FOR ROLE PLAYING THE INTERVIEW 



For this "interview", the volunteer will pretend to be a sales- 
person for a small business. ' He/she repeives a itioderate income 
and is buying a home. There la a semi-completed application 
form included with these suggestions. This application form 
can indicate the direction for the interview. Questions 
can be asked about information not given on the application or 
to clarify information that is given. 

When asking for a volunteer, explain to^fthe group tiiat this will 
Serve as a simple example of Interviewing a^ credit applicant. 
Be informal and at ease when asking for a volunteer. If no 
one volunteers, it is possible that someone is waiting to be 
chosen. A good prospect is the persorn #io seems to be the most 
interested or the one who' asks the most questions. (If you still 
do not have a volunteer; dispense with the role-playing sug- 
gestion. Simply, tell some of the questions asked during an 
Interview.) 

Take your places in front of the group; be comfortable. Sit 

in chairs facing each other but partially facing the group, too. 

Use the partially completed application and conduct the "in- 
terview. 



Aft^r the "interview'^ be sure, to show appreciation to the 
volunteer for his, contribution to the session. 

Review some of the responses m^de, and indicate the jgf feet of 
such responses on the probability of the applicant receiving ^ 
credit. Ask the group how they felt about a) the interview^ 
b) the questions asked the responses given d) whether or 
not they feel the applica^t^ should receive the credit. 




Third National Bank of Virginia 



IHOIVIOUM. APPLiCMION (coMCifif sictionA 
PURPOSE 



*PP|ICMION (cOMPUUSECTIONfiAANoBI 

\mmi moffLfiE SECTIONS omi fmh a. 



HOUSEHOLD GOODS ^ (OESCRUE) 



*U10 ^ ftEC. VfHiCU TRUCK MrilOPCKU ^t^HILf H()M| 

MAKE MOOfL \ , VUH 

.LIST PRICE $ ] DOWN ^A^MfNT | 

m INSURANCE wnvi VV 



NO. OF MONTHS 



WENT _ 



^mi PROPERn J ^HOME IMPWVEMENT/RCAL PROPtl^TK _ 

lorscRiB[) 

jlnriTlflN) , ■ 

OTHfR (describe) ■ 



OOEJ ANtONE OTHEH THIN APPLIONI ()H Cij J^f^LICANl m»V' *N1 INlJl^lSl IN THP S[CURlTV? YES _ ' NO „ RELATIONSHIP 

, NAfE ■ »DDHh;. 

SELLtR OF GO005/<itHVICfS; 

NAME *')OHL[,^. 



REFERRED. TO BANK 8t SELLER YES NO _ 



ML 



A. *PPLIUNI IlUl 

j m\m\ 

mi mi ~ I " 

HOMf ADDRESS 

CITY MU( 
HOW LONG ■ HOMF PH» NO. 

PREVIOUS HOMf .»00^^f5!) IF U f'Hf^^rd t'. 
NEAREST HfLATlVF NOT LIVING wUH rou 
HOME ADDRESS 



^I',\ 



^\ [ 0 r.'N'.t 



SOCIAL 'SECURITY ^<0. 

/_/ 

ONN OR BUYING _ 

LA NOLO RD OR MpjlGnai 
PURCHJSE PRtCI \ 

mm EMPtoYfH 

EMPLOYEW ADORESS 



O J'TION 

ERIC 



3 JOINI APPLtCHNl HUE mr,_ 
(spouse OR other) optional ms._ 



MRSi^ 
MISS^ 



MIU NAME 
HQMt HOOftESS 
CITY 

HOW lONC 



RELATIONSHIP 



STUTE 
HOME PH. NO. 



ZIP 



BUSINESS PH. NO. 



Ol)r> HOMt A00RES5 IF »T PRESEfil ADDRESS LESS THAN ? YRb 



NfiHfST fi[LATin NOT LIVING WITH YOU 



RELATIONSHIP- ' 



CITY 



STATE ?IP 



"/iCKL fifCUfllTY NO. 

UNDLQfO OR ^RTGAGEE 
PURCHASE PRICE t 
TPf^FNT EMPLOYER. 



wtoYER (OORESS 



rcviKjN 



TOTAL DEPENDENTS 



AGE 



R[NT 



OTHER _ 



MORTCa BALANCE t 



' pARSjHERE 



00 



mmt 

OR RENT \ 

esi. LIVING ^ 

DEIT OOLIG- 
ITIONS $ 



TOTilL 

EXPCNStS I 



mm. 



J 



CHILI) SUfRjH], 



lOUL 



nikH^i uF INCOME uvt H im j 

PRtSENl Offil/CHfDlT H[Ffw[^LP; iNfH ' » *N> , UN* 

LOINS, DEPT. 'rinwf;, Mc. *i'.M I m . n ' 

«N0 COUfll flRDIMO I'TMi:,. »| ry,f,i i , ;i m, ;: 



BANKHMERICHRO ten. Nr. 

MAS](R CHIRGF HCd. Nn. 

OTHER ^ ncCl. Mj. 

CUSTOM CRLPII QR QVlRDf^A^I PMVIU^U^ 
YOUR B*NK NUMf l{;(J]\nH 



ChFCKiNG HCn. NO. 
SAVINGS HCCI. NO. ^ [ 

OOFS APPLICANl DtSi^E 
BAG _ CUSTOM CREDIT _ HNlNClAL p«0^ iLi 
SAVINGS OEBIT CKL./lOHN PfMT. OlHlR 



MONTHLY EXPENSE 
HORTGACf 

OR HFNI J 

kSl. LIVING 
IfPfNSf v.. 



MON THtf INC OME 

salhry/wace/ 

CO^^^ISSION J 



OTHfR 
INCOME 



r,ni(]N^, 



ini«L 
f ixiD 



(alimony, child support, 
oh maintenance payments 
need not be revealfol 



SOURCT" 



TOTAL 
iNCQMf U 



bALANCj Of JNCGMt Oyj«i_XPiNSX.i 

ri'i'fNT Olfll'CKDiT WiriR^NClS: INClUDt BANK, FINANCF CO. 
1 '»Nr., Dff'l. ST(]H(0, lit. Also LIST ALL NON COURT QROFRIO 
f-f,' MJ-r 0411 RID PYMJS, fot< ALIMONY ANO/q^^ CHIiO SUPPORT, 

In'^lGlNALjMONTHLr jOALANCf 
AMQUNI^PAYMENl^l ^ 



4 



TT ' 



I 



BANKlMf HICAkff 



aCCT. ng. 
ACCT. NO. 
ACCI. NO, 



im HANI- NAM( LOCATION 



[lUUiNG ACCI, NO'. 
'.*ViNli5 ACCI. NO, 
PNfVIGUS LOANS k^lTH 



JYPL 



OOFS JOINT APPLICANT DESIRE : 
B»C CUSIO^ CREDIT _ FINANCIAL PROFILE _ CKC. 
■*1^ING5_ Ofen CKC./lOAN PYMT. _ OTHER 



TH! ABOVE STATEMENTS ARf GUSMlTTfC f'jR JHI PURPOSI Of CbTiiN Ni. CR[4)iT AND AR[ CfR!lFt[D 10 BE CORRFCT. I AGREE THAT USUAL 
CREDIT INI)UIRIE5 MAY BF mjo[ jo y^R|FY '.MTfMENT?;. i \m[] Ai.Hff iHAl THIS APPLICATION SHALL REMAIN THE PROPERTY OF THE BAN^ WHETHER 
THE LOAN IS CRANTtO OR NOl. I AC^NOWKOGf NfCHViNl, ]n\ NoPd f^ffJiJIRFD UNOtF/ THC FfOtRAL E(?UAL CREDIT OPPORTUNITY ^C], 



SIGNATURE 



APPLICANT 



IGNATURF 



"joint TpFTTaNTTsT' 



IaTT' 



i)2 

ERIC 



tn; . [] . i( /.H ' •'^J^ • m:' >'^OHii^^»^!0lliiWS ' Nn" ft/soJi^'iN'T : W iuAiNST CREDIT' APPLICANTS 

ON TH( ^' M ' '-'41 'n; ^B^AGSNC^ ^ICH ACfilNlSTERS CO^PLUNCL yiTH THl^ LAW CON' 



V « 

Activity 1 



-A 



V. KrjOWING YOUR RIGHTS AfID RESPONSIRILITIES CONCERNIfCi CREDIT 

MavJor Objective: To summarize. various consumer rights and 

responsibilities concerning credit. 

Specific Objectivesj. List the basic consumer rights about credit 

• and cite examples of legislation and agencies 
which help guabantee each of twse consumer 
credit rights. 
Identify general consumer credit respon- 
sibilities AND describe THE FUNDAMENTAL 
concepts BEHIND EACH. 



ERIC 



\ 
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0 



Activity 3 (a) 



FOUR MAJOR CREDIT RELATED LAWS 
(Afl each relates to the four Consumer Credit Rights) 

Consumer Credit Rlght-To be informed 
i 



Laws 



Truth^ In-Lendfng 
(Consumer Credit 
and Protection 
Act) 



1- Contract8 must Include disclosure state- 
ments with ^temlzed list of all Charges. ^ 

2- True Annual Percentage Rat^ must be stated. 

3- The first 75% of your take home pay Is exempt 
from garnishment, and an employee cannot be 
fired the fir^t time his wage's are garnlsheed. 

4- Creditors can compute finance charges on basis 
of average daily balance, adjusted balance, 
previous balance or Insist that the total 
amount is due in 25 days- ^ 



Fair Credit Re7 
porting Act, l972 



1- Limttas lost credit card liability to $50 per 
card. 

2- I^f you are denied credit r you have a right to 
find out why. 



.Falr-^CrediC Billing 
^Act, -1975 



1- Consumers should report billing errors. 

2- Customers^ ne^ not pay disputed amount during 
the time of the dispute. 

3~Customers may withhold payments If merchandise 
is defective. 

A-Creditor can give up to 5% discount to cust- 
omers paying by cash. ^ 



Equal Credit Op- 
\ port unity Act 



1- Credit cannot be denied to a person because of 
sexormaritalstatus.^ 

2- Couples with joint bank accounts may request 
that Information concerning^ these accounts be 
reported in each pt-rson's name so both will have 



edit history. 



Other 4 



FOUR MAJOR CREDIT RtfLATED LAWS 
(As each relates to the four Consumer Credit Rights) 



Consumer Credit Right-To 'choose 



Lavs 



Truth- In-Lendi ng 
(Consumer Cpedit 
and Protegtion 
Act) C-' 



1-Opportunity to compare , rates at 
different credit granting in- 
stitutions exists. 



Fair Credit Re- 
porting Act, 1972 



1-Electing to notify creditor , 
ina«||(l(lately about lost credit 
cards, thereby having no li-^ 
ability whatsroever, is possible 



Fair Credit 
Billing Act, 1975 



1-To choose not to pay the amount 
in question during the time , 
of the dispute, is a right,. 



Equal Credit Op- 
portuillty Act 



1-Cr^ditor must not discriminate 
against sex or marital status 
of credit applicant. 



Otheir 



t;9 2 



-Activity 3 



FOUR MAJOR CREDIT REIATED LAWS 
(As each relates to vthe four Consumer Credit Rights) 



Laws 



Tr u t In-Lend ing 
(Consumer Credit 
and Protection 
Act) 



Consimier Credit Right-To -safety 



1-If you agree that your home will serve 
as securityfor a loan, <yo^ cancel the 
agreement,"^ writing, within three busi- 
ness days following the agreement. ^ 



Fair Credit Re- 
porting Act, 1972 



l-Lost credit card liability 1^ United to 
$50/card. 

'2-Credit customers may have their credit 
report withheld from anyone who has no 
right to the Information, and adverse^ in-i^ 
formation may not be reported atfter 7 years. 



Fair Credit Billing 
Pict, 1975 

Equ^l Credit Op- 
' por trinity Act 



1-You are .protected by law from harassment 
while any dispute is underway* 



1-You ar? assured by la^r that you can have 
your individual credit history, regardless 

. of your marital status, '^t^^^ ^an hi, sepa- 
rate from your spouse* s(if any). 



Other 



1-Unsolicited Credit Card Act-Persons re- , 
ceiving unsolicited credit cards win not 
be held liable for Illegal use of, them. 



2-FTC Ruling-Both leader and seller are rrespcm- 
sible for customer satisfaction. 



Activity 3 (d) 



j FOUR MAJO^ CREDIT RELATED jAWS 
: :(As each relates to the four Consumer Cr^Slt Rlg^^^^ 

Consumer Credit Right-To be heard~atrd--seelc^^^r 



Lavs 



Truth- In-Lending 
(Consumer Credit 
and Protection ^ 
Act) 



Pair Credlf Re- 
porting Act, ,1972 



Pair Credit BlUii^g 
Act, 1975 



Equal Credit Op- 
portunity Act 



es 



1- Buyers may sue up to $1,000 for damag 
plus attprney's fees on gfo^nd's of false 

. ^ or incomplete credit lufoCT^^tion. ' , 

2- Complalnts are filed with the . Federal Rfe- 
, serve Board. ' ^ . .. 

• ' , ■ y ' . . 

1- Consumer may submit a 1 00 word comj^alnt 
; and have it included as a permaitenT part 

of the credit file. \ 

2- Customer may sue a reporting agency for ^ 
damages. - ' 

3- Report violations to FTC- - ^ 

1- Credlt customers may withhold payment and 
file legal claim against issuer of credit 
card if merchandise, is defective. 

2- Flfe complaints withvFTC. 

1-If credit applicant is dlscriminate'd against, 
complaints may be taken fl^st to creditor, 
then to local or state authorities or Federal 
Reserve Board or FTC. ^ 



Other 



• PTC Rulings 

1- Credlt customers may file complaints for 
defective merchandise or s^^^vicesCif seller 
arranged the contract). 

2- You must be informed of the sale of your re- 
possessed goods. ^ 



OTHER SOURCES OF CONSUMER CREDIT REDRESS 



Legal' Aid Society 

Consumer Credit Co'un9eling 
Service 

Credit Bureau ' 



Better Business Bureau 



State Consumer, Pro- 
tection Agency 



A 



other state agencies 



Local City or (bounty / 
Protection Agencies 



- Type of A±d 

Aids .people wltfh debt problems 

Non-profit debt and flnancMl 
management counseling 

pollect^ Information on consu- 
^ mer's credit behavior and ' 

sells ilnformatidn to 
L creditors ' 

"Deals with' misrepresentation 
and fraudiilent advertising 
' *'j " * ■ ■ ' ' „ ^ . ' ' • ■ 
Investigates consxmer complaints, 
deals with disputes, .^re- 
commends legislation,, and. 
educates consumers to ' 
avoid «fraud 

.-Enforce" usury and small' loan 
laws 

Provide consumer protectlo 
Inform, ^d^ate, and take 
irort in supporting consumer 
ligl^a tlon and policing 
ci^nsumer practices at 
the local levfel ' ' ,\ 
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^ / , ' V '^^ERGENTAGE RATE '\ • / ' / ; ' . 

The true Annual Percentage Rate (true annual interest chargid) ^ / 
tell« t:he true, real cost of credit in percentage terms/ 7 ' 

Determining tlv^bllar amount (difference ^i)etween the^cash pi^lc^' ' 
paid and the '^tedit If the^rice of W ft^ is ' \ 

'■ $250.00, and the/ store charges you « 
* a tdtal amount of $300. OO because . ' 

you use credit to pay for the item,); ' J. 
the dollar cost of the credit is $50.00." 



' : . ^^ ^ $300.00 . v 

. ' ' / ' ^ . ' - 250.00_ . - . ' 

* /; . • ' , $ 50.00 dollar cost 

•Determining the true APR. !E:cample - If yoii^need to borrow $200.00, 

/ g and you are not going to pay a down- 

• • • payment, your payments might be $18.00 

• . / ' . per. month (if you .plan, to repay it in 

one year's time. The true APR would he 

.^i^- > 14. The following formula is used 

. ^ for this calculation: 

vf-APR- 2YF ' = true Annual Percentage Rate 

D(T+1) 2 « a constant 

Y ^ numbefVof payments per Year 
V * / J = total finance charges or dollar 

. ^- .* cost ... . \ ' ^ 

• = tiet amount financed (Difference 

V ' ^ between total amount and down- 

- , , ^ payment) ' 

/ ' ^ T = Total number of payments*^ 

c\ For'' our example, Y 12 payments per yeaV 4(nol:ice this is also th^ T) 
' $ 18.00^ \ V . $216.00 

^=•$16.00 X ^ 12 . and - 200.00 

$2TSToo^ \y , TlOO 

V D » $200.00 financed\ 

^ ^ * 12 payments 



Therefore, 



" : j^(12) (16) Y= 384 = " vU8(inove deci7 

2po (12+1) 2600 ^ mal two' 

, * • places- <o 

. ' - right) 

APR - 14.8%; - . ' \' 

/ , ... . V ^ . , 



PROGRESSION OF CONSUMER CREDIT SOURCES 
FROM LOWEST TO HIGHEST TRUE APR 



- Source 
"Insurance companies 
Savings & loan associations 
Credit unions 
Cdmniercial banks 
Cons inner finance company 
Sales' finance company 
Department stores 
Credit cafds 
-Bank overdraft loans. 
Pawn brokers - 
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] 'Note' . 
Third Itional to Virginia 
Installment Loan and Disclosure 



NoteNo.^ 



-.Virginia' 



-.19. 



' ("Borrower" 

* • I ' j 

address' . 

. FOK VALUE RECEIVEa Borrower (jointly and severally if 0^ ^ sm, hereinafter calW "Borrower") "hereby 
piomlsei to pay the Total of Payments set forth below to the order^ o^ ' 

("Bank") at any of its offices in the State of Virginia, in j ionthly instalments, beginning _ each 

of said instalments being for J_— ■ except the last for $^--— AU sabseqipnt instalments shall be 

paid on the same day of each succeeding month until paid in ftill. If the last payment is more than t^ce a regular payment, it 
is a Bal|o6n Payment. Bank is not obligated to refinance a Balloon Payment if not paid^w^^^ 

Personal Insurance \ required and is not provided K Net Loan Proceeds., $ . 

unless BoiTOwer signs below and the insurance is issued by. 2. Charges Related to Loan 

the insurer. Only the Persons signing below will be covered, Personal Insurance. • — 

nCreditLifefbrferniof ^op«ny Insurance. 

loan. , Premium S . — filingCosts . . .". . . 

; ; . Other s . : . 

j;r-r-. ^ ---^^ , X Amount Financed (1 + 2).. sllZi 

SIGNED DATE , . irTWAWrr ' ' 

4. FINANCE CHARGE 

SIGNED l ' Senice Charge $ — 

n-Accident and Health ' i 5.,, TotalofPayn,ents(3+4)..- 

^fort^rmofloan, ■ Premium $ ' 6. ANNUAL PERCENTAGE RATE .... . V ^% 

Q Accident Death and ; 
Dismemberment for \ . : i 

____months Premium ■ . 

LATE CHARGES AN ) ACCELERATION: In event of nonpayment of any instalment when due continuing fqrio days 
or more, a late charge of up to 5% of the amount of each late payment may be imposed. Further, in «vent the Bank, at its 
option, may declare the entire indebtedness due aniji payable, biit the balance owing shall be compute^ as if the Birrower hail 
made a voluntary prepaynieni and obtained an interest rebate as set forth below, and thereafter such accelerated balance shall 
bearintercst at the Annual Percentage Rate shown above. ■ * ' •/ 



■i 



"' SAMPLE CONTRACT (CONTIUP) 



CT (cL 



1} 



( 



; PREPAYMENT: Except as stated below, evept of prepaymerit, Borrower will reieive a rebate of the aii(ount of the 
unearned interest portion of the Finanie Charge, computed under the Rule of 78'5. Notwithstanding thepreceding seiitence, if x , 
' tl^e Bank has.not^amed a minimum of $25.00 in Fin^'(^ Charge at the time of prepaymentithen the Banic shall withhold from 
therebate otherwise payable an amount equal to the extent ^ui Jnjnimum was not earned. Further, in theevent of pJ^ayment 
from proceeds ofiiredit life insurance, there will be 1^0 reb^^ | . 

'i^ SECURITY: Borrower, any guarantor, surety, inlforset or other party he.R;to (hereinaftei collectively referred to as "Parly") . 
agree that Batik shall have the right to offset the ai^ipunt owed by a Party hereunder to flie jiijlder hereof against any account, 
' checking, savings or otherwise, which a Party may have with ,the holder. Further, this.loan D is D is not securwj, If 
secured. Bank has been granted a' security interest in the property described below ("Co|lat|ral"), together with all accessions 
thereof and proceeds thereof. To create the'security interest, if any, Borrower D hfi executed or caused to be executed a 
■ security agreement granting Bank a security interest in tlie Collateral and/or ^ , Q hereby grants- a security interest in, and has 
caused, and/or hereafter will cause, the Collateral .(including any certificates evidencing pership) to be deposited with, 
assigned and pledged to Bank. The Collateral is describ^ as follows (if any):_ : _! 



PROPERTY INSURANCE: □ is □ is not required, if required. Borrower may Ihoose the person through whom ^ 



any property insurance in connection with this loan is obtained. Such' insurance G is • 



I is not obtainable through the 



Bank, if obtained through the'Bank, the cost will be $. 



J^.for the following cferage and term: , 



DEFAULT: Upon default as set forth'^n the reverse side hereof. Bankmay, at its option, w thout notice or demand, declare 
all o.bligati(3ns.evidenced hereby immediately due and payable, together with an attorney's fee of 20% of the amount then owing 
and unpaid by Borrower, if services of an attorneyare employed to eff|c?collection, andotherexpen^es of collecfion and enforcement. 

REFERENCE IS MADE'SPECiFICALLY TO THE PROVISIONS APPEARING Omk REVERSE SIDE HEREOF. 
ALL OF WHICH ARE EXPRESSLY MADE PARTS, TERMS AND COpTiONS HEREOF. 

Borrower hereby acknowledges, that he has received a Completely filled-in copy of this Note pripr to consummation of this loan. 

WITNESS the following signatures and seals as of the date first above written, 



523.63-7S 



.(SEAL) 

-(s:au 



"^'raud and the/ Consumer" 
^Hou\td. Buy a'^Used Car" 
Contracts and the Consumer" 



f 




Vatranties aricl the Consumer" 
'Credit and the Consumer"^ 



{ A *■ V - ' » . ' ^ ' ' 

, . 1 *For farther information ^about the Title I Consumer Ediicatioa afid 
Financial Management Prowect-, please ^contact: ' \ 

"* ^ Dr/ Glea Mitchell, Project Diy^ectcij:* 

: > ' 202 Wallace Annex . ^ \ 

^ ^ Virginia Polytechnic Institute ^and StatTe University " 

*• ; . • ^ Blaclcsburg, VA 24061 ■ ^4, 

' Other materials in production fdr' this project inc^de: 

Pamphlets: ^ ■ ' . \ 4^ . V ^ 



Educational Modules; 



"Avoiding Consumer Frauds and Misrepresentations" 
"Making and Using a Financial Plan" ■ r 




Manual : 



'A Financial Counseling Manual" ^ 



4'- 



